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SURVIVOR BENEFITS LEGISLATION 


WEDNESDAY AUGUST 15, 1951 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SURVIVOR BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kitpay. The subcommittee will be in order. 

It is rather amazing that in this day and age, when industry, labor, 
and government are all so security conscious, that we find one large 
group of persons without adequate protection. I am referring to the 
fact that no planned protection is afforded the survivors of deceased 
members of the Armed Forces. Almost every State has workmen’s 
compensation benefits involving survivor benefits, much of the 
Nation is contributing to social-security benefits, the Federal Civil 
Service has a survivor benefits program, large industry group in- 
surance plans and other forms of protection have been established for 
the survivors of deceased breadwinners, Federal employees compensa- 
tion benefits protect the survivors of Government. employees who die 
in line of duty, but there is no planned survivor-benefit program for 
service personnel. 

Recently a brilliant admiral died on active duty. Without regard 
to his personal affairs, it seems almost incredible to realize that 
his widow will only be entitled to a monthly benefit of either $75 or 
$60 from the Veterans’ Administration, depending upon a determina- 
tion to be made. 

There is probably no larger group of people in the Nation who have 
more in common than the members of our Armed Forces. There 
is no larger group to which a group insurance plan can be made so 
easily applicable. I can see no reason why this large group cannot 
establish, on a contributory basis, a survivors benefit fund which will 
assure their dependents of additional income in the event of their 
death on active duty or after retirement. 

Under present laws, if a serviceman dies under wartime or simul: ited 
wartime conditions his widow is entitled to receive, from the Veterans’ 
Administration, the sum of $75 a month. A widow and one child 
receives $105 a month, with $25 additional for each child. If that 
same man dies under peacetime conditions, his widow is entitled to 
only $60 per month, or $84, if there is a wife and one child, with $20 
additional for each child. The widow of any person who served on 
active duty in a Regular component or who dies while in a retired 
status from a non-service-connected disability, receives only $42 
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per month, plus additional amounts for children, but only if the widow 
has an income of less than $1,000 a year or $2,500 if there is a family. 

These amounts are hardly adequate to maintain any reasonable 
standard of living even remotely comparable to that which prevailed 
prior to the members’ death. 

Last year I introduced a bill, H. R. 8035, which would have estab- 
lished a_ self-sustaining contributory surviver benefits program 
involving no cost to the Government. The theory of the bill was that 
the members of the Armed Services, by contributing varying amounts, 
depending upon their grades, could assure their survivors of an 
additional amount of income over and above the amount received 
from the Veterans’ Administration. 

When the hearings were held in June of 1950, we soon realized that 
this was a highly complex and technical matter requiring further 
study and research. Also, at that time there were no persons being 
inducted into the Armed Forces. There were only 1,400,000 people 
on active duty, practically all of them volunteers. Today we have 
3,500,000 people on active duty, many of them inductees and reservists 
ordered to active duty involuntarily. 

Thus, conditions have changed. But the basic problem of providing 
survivor benefits still remains. It is equally applicable to an inductee, 
a reservist, ora regular. By the contributions of many, the survivors 
of those who die on active duty or after retirement can be assured of a 
reasonable income to supplement that which they receive from other 
sources. 

When the hearings terminated last year we asked the Department 
of Defense to give this matter serious consideration and to prepare 
legislation on the matter. Later this morning, I intend to ask about 
the progress of that legislation. Before that question is asked, 
however, I think that it would be appropriate to hear testimony from 
witnesses present this morning concerning the general principles of 
survivor benefits legislation. 

After that, it will be in order to discuss with the service representa- 
tives any proposed bill they may have prepared as well as their 
suggestions to overcome the objections which were raised during the 
hearings last year. It is my personal belief that if those who have 
expressed opposition to a program of this type are fully informéd as to 
what is proposed,much of their opposition would be eliminated. 

We wil! begin the hearings with a statement from the Secretary of 
the Navy, Mr. Dan A. Kimball. Just have a seat, Mr. Secretary. 


STATEMENT OF DAN A. KIMBALL, SECRETARY OF THE NAVY 


Mr. Kimpaty. Mr. Chairman, I have a prepared statement I 
should like to read. 

Mr. Kiupay. Please do so, Mr. Secretary. 

Mr. Kimpaty. As you distinguished members are aware, during 
the past several years the Armed Forces, together with the Congress, 
have made considerable progress toward improving conditions and 
opportunities for our service personnel. By creating reasonable 
incentives, providing for more equitable treatment and giving in- 
creased attention to the well-being and security of the individual, 
the morale and effectiveness of our fighting forces as a whole have 
risen accordingly. 
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There still remains, however, one very serious gap in our program. 
With very few exceptions, a serviceman is unable to provide that in 
the event of his death the surviving members of his family, dependent 
upon him for support, will be able to readjust and sustain themselves 
at a decent standard of living. 

The pensions provided by the Veterans’ Administration, while 
certainly helpful, are still inadequate to meet minimum living costs. 
The rates of pay in most of the grades do not permit the building up 
of an adequate program of commercial life insurance. 

This condition has presented an increasingly serious problem. In 
all too many cases men have died on active duty and, through no 
fault of their own, their dependent families have been left virtually 
destitute. 

Another related factor in this same problem concerns those who 
qualify for retirement after long periods of active service. Their 
retired pay, however, ceases on the day of their death and there is 
presently no means of continuing the support for a surviving widow, 
other than a small and flat-rate pension provided by the Veterans’ 
Administration, and then only when her annual income does not 
exceed $1,000. 

These conditions stand in very unfavorable comparison to the 
survivor benefits that are available to nearly all other persons em- 
ployed by the Federal Government. 

Since 1947, the Department of Defense, together with the Coast 
Guard, Coast and Geodetic Survey, and Public Health Service, have 
had this problem under intensive study, seeking a practical means of 
solution. It was soon apparent that the best answer lay in the 
direction of providing an equitable system of annuities payable to 
surviving dependents. A bill to provide such is being sponsored by 
the Department of Defense and is now with the Bureau of the Budget 
for consideration. This bill is somewhat similar to H. R. 8035, 
Kighty-first Congress, but it has been redrafted and, we believe, 
improved as a result of the hearings held in June 1950. 

This bill will provide a graduated scale of annuity benefits to the 
surviving dependents of all members of the uniformed services who 
die while serving on active duty. The amounts of these annuities 
have been designed to supplement rather than to replace the pensions 
and death payments otherwise provided by existing law. Thus it is 
hoped that the total benefits that would be available to survivors will 
better enable them to make the necessary readjustments in their mode 
of living and to maintain themselves on an adequate self-respecting 
standard. 

The bill also provides that members who have been placed upon the 
retired list may elect to receive a reduced amount of their retirement 
pay so that if a member predeceases his widow, the latter may con- 
tinue to receive an annuity for the remainder of her life. This 
feature of the bill is very similar to the survivors’ annuities available 
to members of the other branches of the Government. 

I wish particularly to emphasize that under normal and foreseeable 
conditions the enactment of this bill will not result in any increased 
cost to the Government. The annuities will be paid from a special 
fund created by the bill and will be maintained by prescribed monthly 
deductions from the pay of all participating members. The amounts 
of the annuities and the graduated scale of monthly pay deductions 
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have been calculated on a sound actuarial basis and after intense 
study. 

This proposed bill has the strong approval and endorsement of the 
Department of Defense and all of the uniformed services. It has 
been prepared with the cooperation and assistance of highly recog- 
nized insurance authorities and its provisions have been declared 
sound, practical, and constructive by leading Government actuaries. 

The Bureau of the Budget has authorized the Department of 
Defense to present this bill to the Congress as a Department of De- 
fense sponsored bill. It is hoped and expected that the views of the 
Bureau of the Budget on the bill will be available prior to the con- 
clusion of these hearings. 

The enactment of this bill will, in my opinion, be a tremendous 
forward step in our efforts to provide an improved personnel program. 
For, as you will readily see, by enabling the members of the uniformed 
services to make more adequate provision for surviving dependents 
in the event of their death, it will do much to alleviate countless 
cases of hardship and distressing uncertainty. 

I respectfully request you give this bill your usual careful study, 
earnest consideration, and then favorable action. 

Mr. Kitpay. Thank you, Mr. Secretary. 

You state that the Bureau of the Budget has authorized the 
Department of Defense to endorse the bill. 

Mr. Kimpauy. We have a bill and I would like to have Admiral 
DuBose comment on that. 

Admiral DuBose. They gave us authority to present it as a Depart- 
ment of Defense bill. It does not yet have budget clearance. 

Mr. Kitpay. Would you give us a copy of the bill so that we can 
have it printed and as the hearings go along, we can follow it. 

Admiral DuBosr. Here is a copy. 

Mr. Kiupay. I assume, Mr. Secretary, that there are others here 
to go into the details of the legislation. 

Are there any questions of the Secretary? 

Mr. Prick. Mr. Chairman, I suppose as we go along we will get 
the information. We might ask the Secretary a question or two on 
that. I think there are two items in the bill that should be brought 
out in the record. Perhaps we should have some history from your 
experience in the Navy, for instance, or in the different services, on 
the number of dependent families left virtually destitute. I think 
we should have some history of your actual experience in that regard. 

Mr. Kimpaui. Admiral DuBose can answer that. 

Admiral DuBoss. I cannot answer that as to names but I do know 
that the Navy Relief is repeatedly getting calls from widows of both 
officers and men that they have just nothing to live on. 

Mr. Price. I think that would be of benefit here. 

Admiral DuBosr. If it is realized that the benefits of a four-star 
general or admiral’s widow is $60 a month, while on active duty, if he 
is killed on other than war service, it is $60 a month; and if he dies in 
combat or under war conditions, it is $75 a month, that illustrates 
what is involved. 

And further, if a retired officer dies, and his widow has an income 
of as much as $1,000 a year from any source whatsoever, his widow 
gets nothing in the way of pension at all. 

Mr. Kiipay. Including insurance that is paid in the first year? 





Soa resi 


2009 


Admiral DuBoss. Right now we do have the insurance given them 
but that does not apply to that, retired people. He bought that 
insurance just the same as commercial insurance. From the Govern- 
ment the widow cannot get a penny if she has a thousand dollars a 
year from all other sources. There is no bill under which she can do 
that, unless—and this is an exception—he dies as a result of the 
physical disability for which he was retired. In that case she gets 
the $60 or $75 a month pension. But not otherwise. 

Mr. Price. I think it would be helpful if the different services 
would give us the actual history of the experiences the relief groups 
have run into on this question. 

Admiral DuBosr. I can provide that later. 

Mr. Kitpay. But you go along with the services on the detail of 
the bill? 

Admiral DuBose. We will get a number of individual cases Without 
names and present them to you. 

Mr. Kiupay. Is there anything further of the Secretary as to broad 
questions of policy or the operation of survivors’ benefits? 

Mr. Gavin. Mr. Chairman, | wonder if the Secretary has made a 
study of conditions existing in civil life comparable to conditions 
existing in the services? 

Admiral DuBoss. Not on that. We have in this study simply gone 
on a group basis. I do not think there are any situations exactly 
comparable in civil life to this. 

Mr. Gavin. I was thinking of the corporations. 

Admiral DuBosr. Most do have group insurance plans and so forth 
that take care very much of these situations that we have. But the 
company takes care of that. There may be some deductions from the 
individual’s pay but the company also contributes to it too. 

Mr. Gavin. I just thought, Mr. Chairman, that it would be inter- 
esting if we saw what other organizations had done. 

Mr. Kitpay. I think the major question here would be whether 
the plan would be actuarially sound and self-sustaining from the 
contributions made by the mdividual to the plan. 

Admiral DuBose. We think that is so. It has been carefully 
checked by actuaries. 

Mr. Kitpay. We will see as we proceed with the development of 
the bill. 

Is there anything further from the Secretary? 

Thank you, Mr. Secretary. 

Mr. Kimpauu. Thank you. 

Mr. Kiitpay. We will hear next from Brig. Gen. B. M. McFadyen, 
Deputy Assistant Chief of Staff, G-1, of the Army. 

Would you come forward, General, and identify yourself for the 
record. 


STATEMENT OF BRIG. GEN. B. M. McFADYEN, DEPUTY ASSISTANT 
CHIEF OF STAFF, G-1, DEPARTMENT OF THE ARMY 


General McFapyen. Brig. Gen. B. M. McFadyen, Deputy Assist- 
ant Chief of Staff, G-1, Department of the Army. 

Mr. Kitpay. Just go right ahead. 

General McFapyven. Mr. Chairman, other witnesses will go into 
the technical aspects of the bill. May I take the time to press the 
necessity of such legislation, as the Department of the Army sees it. 
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Mr. Arenps. General, your statement is not available? 

General McFapyen. No, sir. 

Things have changed recently. Between World War I and World 
War II, the Army was more or less static, so to speak. It consisted 
of a special corps of officers and men who were on foreign service 
possibly for 2 or 3 years every 7 or 8 years. 

Now, and for the foreseeable future, the Army is comprised in 
great measure of civilian soldiers. The Regular Army as such has 
been outnumbered consistently in the office corps almost two to one 
since World War II. 

That condition will exist in the foreseeable future. Foreign service 
is diiferent now from what it used to be. An individual coming into 
the Army could look forward to about as much service outside of the 
United States as inside the United States, under conditions as they 
are existing today and for the foreseeable future. 

In my particular line of work I deal with morale and with personnel, 
with both individuals, individual cases, and collective groups of 
people. 

Military personnel, when they die, the odds are that they are not 
surrounded by their family at the time. They usually die alone. 
One of our most pressing problems in the Department of the Army— 
and I am sure that this applies to the other departments as well—is 
this separation of the family that the individual is going to have to 
go through in going on foreign service and in moving from one location 
to another in this constant state of flux with which we are faced. 

Junior personnel are having a hard time making both ends meet 
and we Americans are fundamentally a family group. We get mar- 
ried. I think it is just something that is typical of us in more degree. 
The Army is fundamentally a married institution. When individuals 
are cited to go overseas one of the first things that comes up is, ““‘What 
about my family—the security of my family?” 

This bill in some degree will give him a security for his family that 
he has never had before, if he can go off on his military duties confi- 
dent that if anything happens to him, his family will be provided for. 

In practically all of our morale dealings, personnel dealings, in some 
manner, shape or form, there always arises the question, What about 
my family? What can I do about my family? 

Thank you, sir. 

Mr. Kitpay. Thank you, general. 

Mr. Harpy. General, I think that is a point that all of us are con- 
cerned with, tremendously concerned with, and I am sure I share a 
feeling that it is tremendously important that we try to work out 
something that will take care of that fact, and I hope that we can work 
out something that is satisfactory. 

Mr. Kixipay. Of course, those of us in Congress are faced with the 
same thing. I think that ali of us who were here before we had retire- 
ment benefits with survivor benefits, as we do have in congressional 
retirement, are conscious of the fact that it was a much more com- 
fortable feeling than it was before. 

Is there anything further of the General? 

Thank you, General. 

Our next witness is Maj. Gen. John H. McCormick, Director of 
Military Personnel, of the Air Force. 

Would you come forward and identify yourself, General. 
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STATEMENT OF MAJ. GEN. JOHN H. McCORMICK, ACTING ASSIST- 
ANT DEPUTY CHIEF OF STAFF, PERSONNEL, DEPARTMENT OF 
THE AIR FORCE 


Mr. Kitpay. Would you identify yourself for the reporter. 

General McCormick. Maj. Gen. John H. McCormick, Acting 
Assistant Deputy Chief of Staff, Personnel. 

I have a prepared statement, sir. 

Mr. Kiupay. Go right ahead. 

General McCormick. Mr. Chairman, I apprec iate the opportunity 
to appear before you in support of survivors’ benefit legislation now 
under study by your committee. The Air Force has a deep concern 
for the welfare of surviving dependents of its members who are killed 
or die while in the service of their country or while participating in 
training activities. Our officers and airmen cannot perform their 
difficult and often dangerous tasks at maximum efficiency if they must 
worry about the w elfare of their families in the event of their own death. 

It is difficult, if not impossible, for the serviceman to create an 
estate, which with existing pensions and gratuities, would provide a 
widow and her children with an income sufficient for a bare minimum 
standard of living. All too frequently the death of a member has 
resulted in a drastic lowering of the standard of living of his surviving 
dependents, loss of educational opportunities for his children, and in 
desperate hardships. 

It is impossible for most members to carry enough life insurance to 
provide sufficient coverage. Moreover, during periods of international 
tension or war, as has existed for the past 10 years, commercial insur- 
ance usually is not available to service members. Even when no war 
clause exists, strict limitations on the use of military aircraft are gen- 
erally included in standard policies. 

The widow of a retired member has no service income on the de: uth 
of the retired member, other than a meager pension from the Veterans’ 
Administration paid under very restricted circumstances. She is 
probably of an age when employment or remarrying opportunities are 
very limited. Unless the retired member has been able to create an 
estate during his years of active membership, the widow will suffer 
hardship. 

The legislation now being recommended will go far to alleviate the 
difficulties described. Surviving dependents of members of the Air 
Force would be assured a supplemental i income, which when added to 
existing benefits would provide a decent standard of living. These 
supplemental benefits would be graduated as to need. Coverage 
would be complete as to all active members of the service and those 
participating in training activities. Since the fund from which pay- 
ments would be made would be supported by contributions from par- 
ticipating members, there would be no cost to the Government except 
possibly in case of war when the bill might have to be amended. ‘The 
cost to members is also graduated relative to service pay and is very 
moderate considering the adequacy of benefits available to those who 
need them. 

The Department of the Air Force believes that this legislation is 
necessary, that the benefits to be provided surviving dependents of 
officers and airmen are adequate, and that the plan is fair and equitable 
in its concept. 
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Mr. Arenps. What do you mean in this statement which appears 
on page two of your statement: 

Since the fund from which payments would be made would be supported by 
contributions from participating members, there would be no cost to the Govern- 
ment, except in case of war. 

General McCormick. I put that “except in case of war” in there 
because in the event of extraordinarily heavy casualties there might 
be a possibility that this board of governors of the fund might have to 
ask for some help. 

Mr. Arenps. I am glad you brought that out. 

Mr. Kinpay. Is there anything further? 

Thank you, General. 

We will now hear from Brig. Gen. W. W. Wensinger, Legal Aide to 
the Commandant of the Marine Corps. Would you come around, 
General. 


STATEMENT OF BRIG. GEN. W. W. WENSINGER, LEGAL AIDE TO 
THE COMMANDANT OF THE MARINE CORPS 


General Wensincer. I have a prepared statement, s 

Mr. Kinpay. Very well, pie eg proceed. 

General WrensrnGer. I am Brig. Gen. W. W. Wensinger, legal aide 
to the Commandant of the Marine Corps. My appearance today i in 
support of legislation providing a survivor’s benefit program for the 
uniformed services is as a representative of the Marine Corps. 

The need for legislation of this type is real. Of my own personal 
knowledge, I know that many service personnel die leaving dependents 
not adequate! ly provided for. This is true not only of the lower grades, 
but of the higher grades as well. 

A service career provides reasonable financial security for the 
individual himself, and I doubt if many service personnel realize the 
meagerness of the compensation now accorded their survivors under 
existing laws relating to veterans. This factor, and the difficulty of 
maintaining an adequate commercial insurance program on service pay, 
may at least partially account for the surprising number of dependents 
who are left in actual need. 

Retired personnel of the uniformed services are also really con- 
cerned with this program. Practically alone among large emplovee 
groups, personnel who earn retirement through careers in the uni- 
formed services are unable, under existing law, to defer a portion of 
this earned benefit for the use of their survivors. 

This pro blem is one which has long been of great interest to service 
personnel themselves and to others who have carefully studied mem- 
bership in the uniformed services as a career. 

The draft of legislation which has been prepared by the Department 
of Defense would make available to service personnel, as members of 
a group, realistic protection and security for their dependents at a cost 
which they can afford. 1 believe it to be an effective and workable 
solution to the problem, and I am glad to have had this opportunity 
to recommend to you, on behalf of the Marine Corps, favorable con- 
sideration of this legislation. 

Mr. Kitpay. Thank you, General. Are there any questions of the 
General? 


Thank you, General. 
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We will now hear from Vice Adm. L. T. DuBose, Chief of Naval 
Personnel. Have a seat, Admiral. 


STATEMENT OF VICE ADM. L. T. DUBOSE, CHIEF OF NAVAL 
PERSONNEL 


Admiral DuBossr. I have a prepared statement. 

Mr. Kitpay. Before that, I believe that in the last Congress, the 
major responsibility for this legislation was assigned to the Navy. 
Is that correct? 

Admiral DuBosr. And still is. We are the executive agent for 
this piece of legislation. 

Mr. Kinpay. So that the Navy is prepared to go into all the details? 

Admiral DuBose. Yes. 

Mr. Kitpay. That was the reason that we proceeded rather rapidly 
with the other witnesses, to get their endorsement of the program, 
and then to get your statement. 

Admiral DuBose. I have a statement and then we have Com- 
mander Martineau, who will present the details of the bill. 

Mr. Kitpay. Go ahead with your statement. 

Admiral DuBosr. I am Vice Adm. L. T. DuBose, Chief of Naval 
Personnel. As the previous witnesses have stated, the necessity for 
legislation to provide increased benefits to survivors of servicemen 
has long been recognized. In consequence there has been a depart- 
mental study on survivors’ benefits which is in the form of a bill now 
in the hands of the Bureau of the Budget. The bill presented you 
today is an amended version of H. R. 8035, Eighty-first Congress, 
corrected to reflect the views of this subcommittee during the hearings 
held thereon and to include recommendations made by the actuaries. 

This bill would provide benefits for survivors of members of the 
uniformed services, Regular and Reserve, who die while on active 
duty. It would provide immediate annuities for the surviving 
dependents which would be payable from deductions made from the 
monthly pay of the members of the uniformed services. Also, it 
would provide a means whereby inactive retired members of the 
uniformed services could, if they elected to take a reduction in their 
retired pay, provide an annuity payable on their death to their 
surviving widows. 

The plan is designed to be self-supporting with graduated contribu- 
tions from all members on active duty as determined by pay of the 
grade, rank, or rating. These contributions range from 50 cents per 
month from the lowest enlisted rating to $13 per month from the 
highest officer grade, with additional assessments for members receiv- 
ing hazardous and other special pay. ‘These amounts, which have 
been worked out by the.services and carefully checked by actuaries 
in and outside the Government, are considered sufficient to carry the 
plan plus reasonable administrative costs. 

Basically, the plan provides an amount of 25 percent of the basic 
pay for any member who dies while on active duty, payable to his 
surviving widow until her death or remarriage. For each child an 
additional $360 annuity, not to exceed a total of $900, would be paid 
to or on behalf of such child or children. If an active member dies 
leaving no beneficiary there would be paid $500 to his estate or to 
such person or persons as he may designate. Present law provides 
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pensions at fixed rates for widows and children which are totally 
inadequate to provide security for surviving dependents of servicemen. 

Contributions to the fund would be made by deductions from the 
basic pay of all active members of the uniformed services. For the 
duration of his then obligated service any such member on active 
duty on the effective date of this act who disagrees in writing within 
120 days after publication of regulations to the deductions would not 
participate in the plan and any deductions would be refunded him. 
Such a decision would be irrevocable. Otherwise, every member 
would be considered as participating in the plan and deductions would 
be made from the basic pay of all such members. 

A retired member granted retired, retirement, or retainer pay may 
elect to receive a reduced amount of such pay to provide an annuity, 
not to exceed 50 percent of such retired or retainer pay, payable to his 
widow during her lifetime. 

‘1 be bil provides that the contributions would be established in 
the Treasury and known as the uniformed services survivors’ benefit 
fund. A board, composed of seven members, one representative 
from each of the uniformed services, would administer the fund as 
well as the plan. It would be required to make an annual report to 
the President to be submitted to the Congress. At intervals of 5 
years, or o!tener if considered necessary, the board would cause an actu- 
arial evaluation to be made of the fund and would recommend such 
changes to the Congress as it judges necessary to insure its solvency. 

Witnesses who follow will present a detailed analysis of the bill with 
supporting facts to show the effects on the serviceman and his depend- 
ents. 

I commend this bill to you as an item of immediate necessity. I 
know of nothing more important for the personnel of the uniformed 
services. 

Mr. Kitpay. Thank you. Now, Admiral, do you want to go into 
the questions which are raised in your statement or would you prefer 
to have the other witnesses, whom you mentioned, do that? 

Admiral DuBoss. I would be glad to have Commander Martineau 
do that. He is prepared to take up all questions in detail. However, 
I think I would be prepared to answer, if you want me to answer. 

Mr. Kitpay. No, it was not that. It is just that we did not want 
to see it duplicated. 

Admiral DuBosr. That is what I had in mind. 

Mr. Kinpay. Did you intend that Commander Martineau would be 
the next witness? 

Admiral DuBose. We did, sir. 

Mr. Kixpay. Is Dr. Gillis of the Public Health Service present? 

Dr. Giuuis. Yes, sir. 

Mr. Kixpay. Is there anyone here from the Coast Guard? Captain 
Webb? 

Captain Wess. Yes, si 

Mr. Kitpay. And from the Coast and Geodetic Survey? 

Captain GALLEN. Yes, sir. 

Mr. Kixpay. All of your services are included in this bill, and I 
would like to know if the three other services are for the bill, Coast 
Guard, Public Health Service, and Coast and Geodetic Survey. 

Mr. BLanprorp. Would you identify yourselves at this time for the 
record. 
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Dr. Giuus.” Dr. Eugene A. Gillis, chief of the division of commis- 
sioned officers of the United States Public Health Service. 

Captain GaLuLen. Capt. F. L. Gallen, Coast and Geodetic Survey. 

Captain Wess. Capt. F. J. Webb, legislative counsel, Coast Guard. 

Mr. Kiupay. You three gentlemen are going to be with us during 
the hearing. If there is anything in the course of the hearings that 
would apply particularly to your three services, while it is being pre- 
sented, we would expect you to say so for us and let us have your 
views on any particular things that might affect differently the pecu- 
liarities of your service. 

Thank you, Admiral. 

Commander Martineau, would you come around, please. We are 
glad to see you back. 

Commander Martineau. | am very glad to be back, Mr. Chairman. 

Mr. Kitpay. Would you proceed with your statement, Commander. 


STATEMENT OF COMMANDER DAVID L. MARTINEAU, SPECIAL 
ASSISTANT TO CHIEF OF NAVAL PERSONNEL, DEPARTMENT 
OF THE NAVY 


Commander Martineau. I am Commander David L. Martineau, 
special assistant to Chief of Personnel, Department of the Navy. 

I feel the previous witnesses have covered the really pressing need 
in the services for this type of legislation. I also feel the various 
Members of Congress have already had it brought to their attention 
on many occasions, and that they themselves recognize the problems 
that are facing us today. 

I should like now, Mr. Chairman, with your permission, to pro- 
ceed with a general explanation of the provisions of the bill that has 
been handed to you. 

At the end of that little discussion we will attempt to answer your 
questions and can then go into a further analysis of the bill by sections. 

Mr. Kitpay. You go ahead with the general outline. I will place 
the bill in the hopper and I hope by tomorrow we will have printed 
copies so that the Members can follow in detail the sectional analysis. 

Now, Commander Martineau, will you go ahead with your over-all 
statement. 

Commander Martineau. Mr. Chairman, Admiral DuBose has 
already touched on several provisions of the bill and in order to 
make my own statement have more continuity I am _ purposely 
repeating some of the things that he has already said. 

First of all I should like to say that this bill as now written applies 
to all of the uniformed services alike. There is no distinction what- 
soever in this bill between the Regulars and the Reserves, as such. 

The bill addresses itself primarily to two groups, namely, the 
active member and the retired member, as referred to in the bill. 

The active member, for purposes of this bill, is any person who is 
serving on active duty for a period of 30 days or more; and the re- 
tired person is one who has been placed upon the retired list and who 
is entitled to receive retired or retainer pay. 

Now as to the active service provisions of the bill, it is provided 
that when an active member dies while on active service that his 
widow would receive an annuity equal to 25 percent of the basic 
pay that he was receiving at the time of his death. 
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That annuity would be paid to the widow in monthly installments 
for the remainder of her lifetime or until she remarried. 

There is also a provision for minor children. It is provided that 
in addition to the annuity to be received by the widow, to each 
minor child would be paid the sum of $360 per year. But the total, 
if there is more than one child—the total is not to exceed $900 a 
year. 

It is also provided that an annuity can be paid to dependent parents, 
but only under certain conditions, where an active member dies, 
leaving no widow and no minor children, if he has a dependent parent 
or parents, if at the time of his death one or both of his parents were in 
fact dependent upon him for at least 50 percent of their support, then 
this same 25-percent annuity may be paid to either or both of the 
dependent parents jointly. 

And, of course, there must also be provision for an active member 
who is participating in this bill who dies leaving no dependents as 
defined in the bill, that is, he leaves no widow, no children, and no 
dependent parents. This legislative draft as now written provides 
that in the event of his death there would be paid to his estate the sum 
of $500 or a lump sum equal to 25 percent of his annual basic pay, 
whichever is the greater. 

It is provided in the bill that there will be monthly deductions made 
from the pay of all participating active members, according to a 
prescribed scale. It is these deductions that are going to carry the 
cost of the bill. I should also like to point out that the draft you have 
before you now, Mr. Chairman, amounts, in fact, to there being 
mandatory participation, on the part of all active members, with one 
single exception. It is provided that on the date of enactment of this 
legislation, any person who is serving on active duty under a period of 
obligated service, may, if he so desires, request exemption from this 
bill. ‘That is, he pays no money and he receives no benefits. There 
is a period of grace allowed him whereby he can request out, if he so 
desires. 

| should also like to point out that this active service coverage, this 
25-percent annuity, the children payments, that coverage would end 
on a person leaving active service, whether it is by separation, or 
whether it is by retirement. 

Mr. Kitpay. Would vou repeat that, please. 

Commander Martrineav. This bill provides that when any active 
member leaves active service for any reason, discharge, separation, or 
transfer to the retired list, this coverage that I have been describing 
ends, this particular 25-percent annuity ends. 

I should like to point out that we provide for no refund or dividend 
simply because we propose to provide this protection at the bare, 
minimum cost. It really is a form of term insurance. So when he 
leaves active service that particular coverage ends. 

Now, of course there is also provision made for the retired member. 
That is, the person going to the retired list who has earned his right to 
receive retired or retainer pay. 

That individual is granted an option. He may, tf he so desires, 
continue to receive his retired pay as laid down in existing law. That 
means that he will be receiving retired pay as long as he lives, but the 
day he dies that retired pay ends. And of course, unless he has made 
other provision, there is nothing that can be paid to his widow except 
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the small veterans’ pension, and that only in case the income of the 
widow from all other sources is less than $1,000 a year. 

Now, with this option that is given to the retired member, within 
1 year of the date of his retirement, he must decide whether or not he 
wants to elect this option and if he does there will be a deduction 
made from his retired pay, in order to provide an annuity to his 
widow in the event that the retired member dies before the widow. 
And he may thus provide her with an annuity for the remainder of 
her life that will amount to but not exceed 50 percent of the retired 
pay that he was receiving. 

He may elect a smaller amount and thus have a smaller deduction, 
if he SO desires. 

The annuity will be paid for the remainder of the widow’s lifetime. 

All of the monthly deductions from the active members and from 
the retired members, under this bill, would be transferred into the 
Treasury of the United States, there to be credited to a special trust 
fund to be known as the uniformed services survivors’ benefit fund. 
The Secretary of the Treasury is authorized to invest portions of that 
fund into United States bonds or Federal Farm Loan bonds, and in 
that way they will earn interest at about 2!5 percent. 

Under this bill there is created a Board, a Board to supervise the 
fund and to supervise the administration of the fund. As has already 
been pointed out by Admiral DuBose, that Board will be comprised 
of seven members, one from each of the uniformed services. They 
will be appointed by the Secretary of the department or the head of the 
agency concerned. 

It will also be provided that there are going to be certain adminis- 
trative functions to be performed by the services. The purpose of 
that is to simplify the administration of this bill and its provisions. 

Mr. Suarer. Will there be any civilians on the Board? 

Commander Martineau. The Secretary in his discretion could 
appoint a civilian to represent him. I will come to that a little bit 
later on. 

The services, under this bill as written, would be required to make 
the determination and the certification as to eligibility of persons to 
receive the annuity. They would make the payment. Power of 
recovery would be given to the heads of the departments concerned 
to recover erroneous payments that might be made. 

The administrative decisions made are subject to review only by 
the Board. Each of the departments, under the provisions of this 
bill are to be reimbursed from the fund for administrative expenses 
that they incur in administering. 

There is a definite prohibition in this bill for the departments, for 
instance, to employ additional personnel for the purpose of adminis- 
tering this bill or to buy materials that might be needed in the way of 
checks, stationery, and so forth. That, of course, will be needed but 
they are to be reimbursed from the fund, not from the Government. 

The bill provides that there may be taken from the fund up to 
$240,000 annually for the purpose of reimbursing the departments 
not to exceed that amount—as presently written. 

The Board is also authorized to employ consultants, experts, as are 
necessary, in its discretion, to help them supervise and manage this 
fund. 
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The Board is required to make the necessary rules and regulations 
to insure uniform administration of payments. 

It is also required that the Board shall cause to be made an actuarial 
valuation of this fund at least every 5 years and oftener if necessary, 
in order that they may determine from experts just exactly how they 
are doing. 

The Board will make an annual report to the President, that report 
to be submitted to the Congress. 

And finally, the Board is required under the bill to come to the 
Congress directly to recommend any changes which are necessary, in 
the judgment of the Board, to maintain this fund on a sound financial 
basis, at no cost to the Government. 

There may come times, of course, if we should enter a period of 
protracted war, and incur excessive casualties, where such recommen- 
dations would definitely be necessary on the part of the Board. But 
I should like to emphasize that there is nothing in this bill which will 
in any manner impose a financial obligation upon the Government 
by the provisions of this bill. It is left to the discretion of Congress 
as to how they shall act upon the recommendations of the Board at 
the time they are received. 

That covers an examination of the provisions of this bill, Mr. 
Chairman, and I am ready to proceed any way you desire to answer 
questions or go into the bill itself. 

Mr. Kitvay. The House is going into session, as you know, at 11 
o’clock and I imagine there will be a roll call right away. This seems 
to be a very good breaking point because we hope tomorrow to have 
copies of the bill so we can go into it then. 

[ understand that there is a possibility the House will meet at 10 
o'clock tomorrow. That will be determined some time today after 
the House is in session. In that event we would of course not be 
able to meet then. 

\(r. Blandford has some questions before we adjourn. 

Mr. Buanprorp. I would like to ask, if I may, some questions of 
Commander Martineau, and if the committee will bear with me a 
moment, I would like to hit the high spots that the witnesses should 
develop in this legislation. 

You will notice that the deductions will be mandatory except fo: 
people now on active duty. That is a policy question that the sub- 
committee must decide, because you have got people who are going 
to be inducted after this law is enacted who would have no choice, 
and you would have people now on active duty who would have a 
choice. So it is a policy question. We have to determine whether 
or not this fund could be established on an actuarially sound basis if 
there was a system of voluntary contribution. 

I think it should be emphasized that there is no refund to the per- 
son who leaves the service after he has contributed to the fund, be- 
cause if is term insurance. It is just like buying any type of term 
insurance, 

[ think we have to consider the problem of the enlisted man who 
is entitled to be retired but who is also entitled to waive his retired 
pay and take VA benefits, to determine whether that man would 
waive retired pay, take VA benefits; and then, if he should die, his 
widow should be able to go back and pick up what his retired pay 
would have amounted to if he had taken retired pay. 
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I think the committee will want to go into the question of a single 
fund, that is, whether or not the retired persons will be paying their 
own way in this thing by taking a sizeable deduction from the retired 
pay, so that the charge cannot be made that a million enlisted men 
who are in for a short period of time are paying for retired officers on 
the retired roll. 

I think that has to be developed by this committee. I just wanted 
to mention those points and I think tomorrow we ought to analyze 
all existing benefits which are available to service personnel. 

Mr. Havenner. I wonder if during the hearing we could have the 
testimony of some actuary or some man who is familiar with life in- 
surance who will give us the fundamental principles that govern the 
actuarial appraisal of this plan. 

Mr. Kiupay. I think we must have that and make it very clear 
that this is actuarially sound and self-supporting from experts in that 
field. 

Mr. Havenner. And who will explain to us that the conclusions 
are sound. I would like to have that in the record. 

Mr. Kinpay. We will have to develop that very thoroughly for the 
record and there will be actuaries available for that purpose. 

If there is nothing further at this time, we will adjourn until 10 
o’clock tomorrow morning, unless we receive word later that we can- 
not meet then. 

(Whereupon, at 11 a. m., the subcommittee adjourned to 10 a. m., 
Thursday, August 16, 1951.) 
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House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Survivor BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee met at 10 a.m. in room 304, House Office Build- 
ing, Hon. Paul J. Kilday (chairman of the subcommittee), presiding. 

Mr. Kitpay. The subcommittee will be in order. 

On yesterday the question was raised as to having the relief societies 
bring us some evidence with reference to specific cases in their 
activities. 

I understand that Vice Adm. Vincent R. Murphy, executive vice 
president of the Navy Relief Society; Col. W. R. Scott, of the Loan 
Collection Record Office, Army Emergency Relief; and Col. H. N. 
Cowles, of the Air Force, Office of the Deputy Chief of Staff, person- 
nel, are present. 

Will you all come around. 

We will hear your first, Admiral. I understand that you gentlemen 
have a joint statement. 


STATEMENT OF VICE ADM. VINCENT R,. MURPHY, USN (RETIRED), 
EXECUTIVE VICE PRESIDENT, NAVY RELIEF SOCIETY 


Admiral Murrny. No, sir; we have separate statements. 

Mr. Krupay. Will you please proceed, in your own order. 

Admiral Murpuy. Mr. Chairman, I am Vice Adm. Vincent R. 
Murphy, USN, retired, executive vice president of the Navy Relief 
society. 

Mr. Kitpay. Go right ahead, Admiral. 

Admiral Murpuy. As background for what contribution I can 
make to the pending legislation, I think it may be well to outline the 
status and purpose of the Navy Relief Society. The society, although 
closely affiliated with the Navy, is a private organization, incorporated 
under the laws of the District of Columbia. Its purpose is to assist, 
financially or otherwise, the officers, enlisted men, and the families 
of the Navy and Marine Corps, active and retired, including the 
dependents of deceased personnel. Its financial operations are sup- 
ported entirely by the voluntary contributions, including the usual 
fund-raising benefits, of the officers and men of the Navy and Marine 
Corps and civilian friends of these services. 

With respect to assistance to widows, children, mothers, and other 
dependents of deceased personnel, financial assistance is always an 
outright grant, unless the recipient specifically requests otherwise. 
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When an officer or man dies, in the service, we write or visit each 
widow, mother, or other dependent and outline the assistance which 
we are prepared to render, if needed. Necessity, not convenience or 
indulgence, is a controlling factor. Real dependency, not mere re- 
lationship, is another. The coverage provided by society assistance 
in these cases is financial aid, if needed, for the essentials of living 
during the immediate period while awaiting receipt of insurance, 6 
months’ gratuity, pension, and other Government benefits. We do 
not regularly supplement pension or insurance payments, once they 
are being received, because we cannot. Only legislation or other 
equivalent provision such as the bill under discussion can do that—it 
is totally beyond the capacity of any private organization that I 
know of. 

I have been asked to present a few of the typical situations in 
which assistance to widows, children, and other true dependents is 
a more or less routine occurrence in our day-by-day operations. | 
have about 10 here—I can get more if it is desired—which I will 
be glad to briefly outline. Of, if the chairman desires, I can answer 
any questions that you may wish. 

Mr. Kiupay. I think it would be well, without giving the names, 
if you would outline some typical cases. 

Admiral Murpuy. Without names, sir. We are prohibited from 
giving names. 

The first one I have is the wife of a chief quartermaster, living in 
Delaware. This is a widow and an invalid daughter. The Navy 
Relief Society assisted with transportation to a more beneficia] cli- 
mate for the daughter, and also to a locality where she could be near 
a naval hospital and have some medical care. I might note that the 
medical care provided by the Navy is only in the naval installa- 
tions. If the dependents live outside of those areas, of course they 
have to pay for it themselves. 

Mr. Kitpay. That is the normal hospitalization available to de- 
pendents of naval personnel? 

Ac — Murpeuy. That is correct, sir. 

The Navy Relief Society assisted in the amount of $300 with this 
case. 

Next is the case of a sergeant in the Marine Corps, a widow and 
small children. They had to have hospital care and surgery. This 
was in Pennsylvania. The pension insurance was not adequate, and 
we assisted them to the extent of $350. 

The next was the widow of a chief quartermaster. Her pension 
was $42. He was evidently on the retired list. She suffered from 
chronic anemia, malnutrition, and general physical disability. There 
was no insurance. The medical bills paid by the society in the past 
2 vears were $220. 

The next case is the wife of a chief boatswain’s mate. This is a 
widow with six children. The pension is $106. The Navy Relief 
Society assisted with medical and dental care, and major surgery 
for the widow. We provided clothing, school supplies, and school 
luaches. The assistance in the past year was approximately $1,300. 
That was a case in Tennessee. 

The next is the case of a widow of a fireman, second class, with a 
small daughter. The pension insurance was not adequate. The Navy 
Relief Society provided extensive medical, hospital, and surgical care, 
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following an automobile accident in which the widow was severely 
injured. She almost lost both legs. The assistance in the past 15 
months was $1,667. 

The next was a widow and a small child of a sergeant in the Marine 
Corps. The Navy Relief Society assisted the young widow with a 
course as a laboratory and medical technician. The pension was not 
adequate to provide support and schooling. The year’s schocling, 
which included basic maintenance, transportation, school books, 
supplies and tuition, totaled $1,694. 

I might add that one of our policies provides for assistance with a 
training course, where it will fit the dependent to assume her own 
position and thereafter earn her own living, in accordance with the 
standard which she is capable of. 

Mr. Kiupay. You mean one of the policies of the association? 

Admiral Murpuy. Of the society; yes. I do not mean an insurance 
policy. 

Mr. Kiupay. Yes, sir. 

Admiral Murruy. The next was a widow of an aviation machinist’s 
mate, third class, naval aviation. It was a widow and eight small 
children, with two sets of twin boys. The pension insurance was not 
adequate: $205 plus $39 insurance. We have to remember, that is a 
widow and eight small children. The Navy Relief Society assistance 
was periodical clothing, school facilities, and health needs, for an 
average of about $300 a vear. That is in Illinois. 

The next is the widow of a lieutenant. The Navy Relief Society 
helped with medical assistance for the small son. The child had a 
brain cancer and terminal illness. The Navy Relief Society assistance 
was $849.70. That child unfortunately died, but the only chance 
it had to live was a major operation. That was in California. 

The next case is that of a wife of a commander. The Navy Relief 
Society assistance was to place the 10-year-old son in a private school 
for psychiatric treatment. The child was a serious behavior problem 
following the father’s death at sea. He was killed in action. Our 
assistance amounted in that case to $900. That was in New York. 

Next was a widow of an ensign. The assistance to the widow was 
medical care and food. The pension was not adequate, due to the 
widow’s age and physical condition. There was no insurance. The 
assistance was approximately $700 per year. That particular widow 
is living in Mexico. She is now about 80 years old and has been a 
society case for nearly 20 years. 

Next was the widow of a captain. This is transportation of house- 
hold goods to a location which was more economical for her to live. 
That was approximately $650. That included her household effects. 
She could live on her income in an area which was less expensive than 
the one in which she was living, so we paid her transportation. 

Mr. Kinpay. Did you say her husband’s rank was that of captain? 

Admiral Murpnuy. Captain. 

Mr. Kiupay. In the Navy? 

Admiral Murpny. In the Navy. 

Next was the widow of a lieutenant, junior grade. That was assist- 
ance with the purchase of a hearing aid. She was barely living on pen- 
sion insurance and we bought the hearing aid for her. There was 
$176 for the device and $18 for the doctor. 
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The next one was the widow of a captain. This is transportation 
expense with household furniture to enable the widow to live where 
Government medical facilities were available, since she was chronically 
ill. That was in California. About $800. 

Another widow, of a lieutenant commander, with medical care and 
dietary food. No insurance. Pension not adequate. The widow was 
past 80. We helped her to the extent of about $650 a year. That is 
in Colorado. 

I am mentioning the States, because of any possible identification 
that might go with mentioning specific cities. 

We have another one, a colonel in the Marine Corps, who had a 
dependent sister and no other relatives. No insurance; pension inade- 
quate. She is very old. I think she is 76 or 77. We assist hen approxi- 
mately $650 per year, for medicines and food. Our report says she 
was in poor physical condition, had a bad heart condition, arthritis, 
anemia, and advanced age. 

The next is the widow of a captain. The Navy Relief Society assists 
periodically with medical care. She owns her own home. Occasion- 
ally we have to help with the taxes. Her pension is not adequate. She 
is advanced in age. She has anemia. There is assistance at inervals, 
amounting to approximately $50 or $60 per year. 

The next is the daugher of a general in the Marine Corps. The 
Navy Relief Society assisted with food and medical care for many 
years. No pension and no insurance. There was some complication 
in that. She was not eligible for a pension. I think her father was 
retired. Originally she had an income of over $1,000, which precluded 
her eligibility for the normal pension of a retired person. We had to 
carry her almost from scratch. Our assistance is now limited to medi- 
cal and dental care, and clothing which cannot be provided by the 
welfare department of the State of Virginia. It amounted to about 
$115 in the past year. 

These are the briefings of these cases. I have the actual cases 
which, for reasons you have already indicated, Mr. Chairman, | 
would not like to go into, but they are available if anyone would 
like to see them. 

Mr. Arenps. Mr. Chairman, may I ask the gentleman a question? 

Mr. Kinpay. Mr. Arends. 

Mr. Arenps. I am just wondering as to the various State programs, 
as to whether these recipients would qualify for the State aid. In 
the State of Illinois you mentioned a widow with eight children. 

Admiral Murpny. Yes. 

Mr. Arenps. Would she be able to qualify under the aid to de- 
pendent children? 

Admiral Murpny. Yes, sir. There are lots of cases, and I am not 
sure, but that particular widow, as I remember it, was getting the 
aid to dependent children for two or three of the children, or some 
arrangement of that kind, which we took into account when we had 
to assist her. One of the boys, I believe, was being educated by the 
Catholic welfare, and I think another one was in an industrial school. 
We resolved that total situation through the cooperation of State 
agencies, a couple of local private charities, and ourselves. 

A good many times our people are not eligible because of residence. 

Mr. ArENbs. I was wondering about that, because I thought the 
pay in cases like that was fairly good, provided, of course, that the 
children were under age. 
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Admiral Murpuy. Our big factor is residence. That is one reason 
why we have to have our own organization. The law varies in the 
different States. In some States it is 2 years and in some States it is 
6 months. That is particularly a problem which we have had lately, 
with getting personnel on psychiatric care, which, as you know, is 
most expensive. You cannot get people in the State institutions 
because they have no residerce. They are moving about from place 
to place. 

Mr. Kiupay. Of course, your society renders relief to active duty 
personvel as well as to retired personnel or widows, or people of that 
kind? 

Admiral Murpuy. Yes, sir. Since you raise the question, our relief 
in that case is primarily by loan, provided the resolution of the whole 
situation indicates that either that loan can be paid back, or some 
portion of that loan can be paid back. In other words, we do not 
subsidize active duty. 

Mr. Kitpay. In those cases your relief is very prompt, in emergency 
situations? 

Admiral Murpny. Yes, sir. We are decentralized for that purpose. 
We have 41 auxiliaries located in each of the naval districts and all 
the naval centers, air stations, and large installations. 

Mr. Kizpay. Could you give us some estimate of what portion of 
your load would go to the survivors? 

Admiral Murpuy. The widows? 

Mr. Kitpay. Yes. They are particularly affected here. 

Admiral Murpny. In the outright grants it amounts to about 75 
percent of the outright grants that go to widows. . 

We are at the present time granting at a rate—the rate is a better 
criterion than past performance, because this is a very fluid situation 
we are in now—about $350,000 a vear. We are loaning without 
interest, primarily to take care of these situations where men are 
called back into the service. They lose their civilian pay right off 
the bat. They are living at a standard of living that cannot be 
supported on their Navy pay, and they have to cut down, and some- 
body has to carry them during that period. 

Mr. Kitpay. During the transition? 

Admiral Murrny. Yes, sir. We are loaning for that, as well as 
for other purposes, at the rate of close to $3 million a year. 

Mr. Kiupay. $3 million? 

Admiral Murpny. Yes, sir. 

Mr. Kinpay. The cases you have detailed here are more or less 
typical? 

Admiral Murpny. They are typical of the widows, mothers, and 
other dependents of deceased personnel; yes, sir. 

Mr. Kintpay. The survivors? 

Admiral Murpuy. That is right. 

Mr. Kitpay. Those persons affected by this legislation? 

Admiral Murpny. Yes, sir. 

There is a phase of this program that I only touched on, which 
was not covered in these typical examples, but which is routine. 
That is the assistance for the essentials of living while they are waiting 
to get Government benefits. 

Mr. Kitpay. That is on the basis of a loan, I assume? 

Admiral Murpuy. No, sir; that is on the basis of an outright grant, 
for this reason: They have a very, very radical adjustment to make. 
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They have to cut their standard of living. They cannot immediately 
move from a $75 a month apartment to a $30 a month apartment, 
which they may have to do. 

Mr. Kizpay. Your experience shows that even though they receive 
a back pension the transition is such that they could not make it up? 

Admiral Murpuy. That is correct, sir. We do not want them to 
start off loaded with debt. 

Mr. Kitpay. The ranks of the cases you detailed show cases 
running throughout the grades of both enlisted and commissioned? 

Admiral Murpny. Yes, sir. I might add that while I read several 
officer cases, the actual proportion of officer to enlisted runs about 
5 percent. 

Mr. Kiupay. Five percent of your total is officers? 

Admiral Murpny. Yes, sir. That is not only the fact that the 
officers do not need quite as much, but also the fact that there are 
quite a lot more enlisted men than there are officers. 

Mr. Kitpay. A lot of what? 

Admiral Murpuy. A lot more enlisted men than there are officers. 

Mr. Kiupay. Is there anything further from the admiral? 

Mr. Buanprorp. I would like to ask a question. How many 
applications do you receive each year? 

Admiral Murpuy. From widows and orphans? 

Ir. BLANDFoRD. From the widows and orphans, and also the total. 

Admiral Murpuy. Last year they ran about 1,370. 

Mr. BLanprorp. That was last year? 

Admiral Mureuy. The last 12 months. In the loan area they are 
running at a rate now of about $50,000 a year. That is for living 
personnel and all. 

Mr. Kiupay. Your over-all experience is that the present law does 
not provide a sufficient amount for a surviving dependent? 

Admiral Murpuy. I am positive of it. 

Mr. Kitpay. You, therefore, endorse a proposal which would be 
self-financing? 

Admiral Murpuy. Most heartily. 

Mr. Kitpay. During the life and service of the military personnel? 

Admiral Murpuy. Yes, sir. I might add that we analyze these 
budgets just as carefully as we can so that we will not be contributing 
to what the social workers call “idle dependency.” 

Mir. Kinpay. You have to stretch your money. 

Admiral Murpnuy. Well, there is not any organization in the world 
that could provide for these people, except by this legislation. 

Mr. Price. Admiral, how does your organization function? How 
do you get your funds? 

Admiral Murpuy. We have each year a voluntary call for con- 
tributions from the people in the naval service. In addition to that, 
we have benefits such as the Navy Relief ball here in Washington, 
and carnivals in various places. We have fortunately been made the 
recipients of the proceeds from certain motion pictures, where the 
various companies through friendship with the Navy have donated 
those proceeds. We get the proceeds from Mr. Hilton’s book, for 
instance, The Story of Dr. Wassel. 

All those proceeds came to us. Our contributions from all those 
sources runs at the rate of somewhere around $800,000 a year. 

Mr. Krupay. Is there anything further? 
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Colonel Scott, will you please identify yourself for the record and 
make your statement? 


STATEMENT OF COL. W. R. SCOTT, U.S. A., ASSISTANT EXECUTIVE 
OFFICER, LOAN COLLECTION RECORD OFFICE, ARMY EMER- 
GENCY RELIEF 


Colonel Scorr. I am Col. W. R. Scott, assistant executive officer of 
the Army Emergency Relief. I am retired from the Regular Army. 

Mr. Kiupay. Do you have a statement, Colonel? 

Colonel Scorr. I made no prepared statement. Our experiences in 
operation parallel pretty much those of the Navy Relief Society. 

We rely on voluntary contributions to get our funds. We take care 
of emergency cases in pretty nearly all our cases. We carry on no 
supplementation of salaries or income, as a rule, except in emergency 
“ASeS. 

We have in our special regulations of the Department of the Army 
a list of all the people who are eligible for aid from Army Emergency 
Relief, which I can give you briefly: 

Members of all components of the Army of the United States and 
their dependents who are serving on extended active duty, and 
members of the Regular Army, and certain veterans who have been 
honorably discharged subsequent to the 16th of September 1940, and 
widows and orphans of deceased members of the Regular Army and 
of the Army of the United States. 

Mr. Kiupay. Let us get that clear for the record. 

Colonel Scorr. I will be glad to leave a copy of this with you. 

Mr. Kiipay. On the designation of the Regular Army and the 
Army of the United States, we know what it is, but we want it for the 
record. 

Colonel Scorr. Yes, sir. 

Mr. Kitpay. That would be the Reserve, National Guard, or 
inductees? 

Colonel Scorr. Yes, sir. 

Mr. Kripay. Into the Army of the United States. 

Colonel Scorr. Our load in the last year from the National Guard 
and from the Reserves has been particularly heavy on account of the 
tremendous numbers that were brought in for the Korean campaign. 

Mr. Kiipay. Is it not a part of your program that when a man is 
inducted or a Reserve is called, pending the receipt of the family 
allowances you do provide for the interim period? 

Colonel Scorr. Yes, sir; we do that in conjunction mostly with the 
Red Cross. We have an operating agreement with the Red Cross, 
which operates in communities where we are unable to reach them. 
They take care of these dependents during the period before their 
allowances begin. 

Mr. Kiipay. I want to say that my personal experience is that 
you have been far more efficient than the Red Cross in my area in 
getting an Army relief representative to the family very promptly 
after receiving notice of the situation. The representative generally 
arrives with cash in his pocket, and he takes care of it right now. 
It is not a case of a lot of social workers going over it for a matter of 
days and weeks. 

Colonel Scorr. We could not operate without the Red Cross. 








Mr. Kitpay. As a certifying agency. 

Colonel Scorr. The Red Cross does all of our investigating in the 
communities. So I want to put in a good word for the Red Cross. 

Mr. Kuixpay. I still insist that you are better than they are. You 
do not let the social workers take up most of the money. Go right 
ahead, Colonel. 

Colonel Scorr. We do not segregate our cases according to the 
sort that they are; that is, soldiers, widows, and orphans. Yesterday 
afternoon when I heard about this, all we could do was recollect some 
of the recent cases, and I have two cases here which concern widows 
which I can give you. I will omit the names and addresses. 

Mr. Kitpay. Yes. 

Colonel Scorr. No. 1 is a 55-year-old childless widow of a soldier 
who retired in 1947 and died in 1951. Her relatives and her husband’s 
relatives were unable to give her any support. Her only income is 
$42 by a monthly pension from the Veterans’ Administration. Her 
resources, when we assumed the case, were $300 in cash and a home 
on which there was a $5,500 mortgage. Her monthly expenses were 
estimated at $96.94, which did not include clothing, medical and 
dental care, incidentals, or house repairs. The widow is unable to 
work. There is a possibility that she has active pulmonary tubercu- 
losis. 

Our first commitment was $310, which paid off $100 of the mortgage 
on her home, and 6 months’ interest. The case is now being processed. 
She will be taken care of for any further expense that is necessary. 

Case No. 2 was a widow whose husband was killed in combat in 
Germany. ‘This isa sergeant. ‘The one I mentioned just before was 
also a sergeant. This widow has been ill with cancer for several 
years, and unable to support herself until this year, when she was 
able to perform a little work. Then she got sick. Her pension was 
$75 which, together with some insurance, gave her an income of 
$138.60. She was hospitalized in June and her bills finally ran up 
to $800. The creditors remitted $100 of this amount, and the Army 
Emergency Relief has committed $700 to pay the balance. She 
died a few days later, so there will be no further expense. 

While I was unable to pick out any more of these widows’ cases, 
I believe that our experience with widows would probably run about 
the same percentage as the Navy Relief Society. 

Mr. Kitpay. Seventy-five percent? 

Colonel Scorr. Hardly that large. Did you say 75? 

Admiral Murpny. I said 75 percent of our gratuitous expenditures 
went to widows 

Mr. Kiipay. Yes. 

Admiral Murpuy. I did not mean that 75 percent of the widows 
required assistance. 

Mr. Kitpay. That is what I understand. 

Colonel Scorr. That is just an estimate on my part, because we 
have not gone into the figures. 

Admiral Murpuy. Mine is an estimate, too. 

Mr. Kitpay. If you would care to do so, Colonel, you may supply 
it later for the record. 

Colonel Scorr. I will be glad to, sir. 

(The information is as follows:) 
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ArMy EMERGENCY RELIEF, 
DEPARTMENT OF THE ARMY, 
Washington, D. C., August 17, 1951. 
Memorandum for Mr. J. R. Blandford, Committee on Armed Services, 
Washington, D. C. 

Herewith is submitted further information concerning Army Emergency Relief 
and the Army Relief Society work among widows and orphans of deceased members 
of the Army, supplementing the information which was given the committee on 
the same subject on August 16, 1951. 

Army Relief Society, which has been in existence since 1900 and which cooper- 
ates with Army Emergency Relief, is limited by its certificate of incorporation to 
care for the dependent widows and orphans of officers and enlisted men of the 
Regular Army, but it does handle the widows and orphans of members of all 
other elements of the Army of the United States when these latter ware referred to 
it through Army Emergency Relief. Army Relief Society funds come from 
interest on its own investments, through direct individual contributions, and 
from a percentage of Army Emergency Relief fund campaigns. Its status is 
explained in SR 910-10-1 of the Department of the Army, a copy of which was 
furnished the committee by Colonel Scott on August 16, 1951. 

The Army Relief Society acts promptly on loans and grants for those in need, 
unhampered by red tape. Their allowances in 1950 ran from $15 to $175 a month. 
They furnish hospital and medical care, special medicines, diet, dentures, eye- 
glasses, and X-ray treatments, among other needs. 

The following items are taken from case histories: 

1. An elderly widow afflicted with palsy was living on $42 a month in a house 
without heat or electricity. Her allowance from Army Relief Society will now 
permit her to live in decency and self-respect. 

2. A doctor expressed his thanks and the thanks of his institution for the 
kindness and devotion given by the Army Relief Society representative (unpaid) 
to a cancer victim which went far beyond the impersonal attitude shown by 
some relief organizations. 

3. Younger widows can and do reestablish themselves, but elderly widows 
cannot. The Army Relief Society has 11 in nursing homes. 

4. One beneficiary writes, ‘‘Why are you people so nice to me—I am too poor 
to reward you and too dumb to say the right words.”’ 

5. In attempting to assist the granddaughter of a Civil War veteran who was 
also the widow of a veteran, they were told emphatically that she would not 
accept the help as her trouble had cleared up with God’s help and no doctor, 
and her Government had been very good to her. 

6. One writes: ‘‘ Your thoughtfulness and generous contributions to my 
mother and sister made it possible for them to have adequate nursing care and 
to put them away nicely. My health and that of my new baby can be attributed 
to the ease which you put me.’ 

7. The oldest beneficiary is 95, the youngest a tiny tot orphaned by the murder 
and suicide of its parents. 

Education and junior relief (orphans) by the Army Relief Society is provided 
in several cases. The following remarks are extracted from ease histories: 

1. Sometimes this education and relief is arranged by a pension adjustment 
or by assistance in securing work, or by furnishing a list of available scholarships. 

2. A small amount of money may be given children in school. 

3. This assistance may be provided in the interim between death of the parents 
and the resulting Government benefits. 

4. One girl who developed tuberculosis by overexertion in meeting family 
obligations was cared for and has taken a rehabilitation business course. 

5. A girl needing extensive ear surgery received that surgery at minimum cost. 

6. A boy who was going wrong was redirected and is now doing well in a 
commercial course. 

7. A New England farm widow has been able by the society’s assistance to 
raise a family to be proud of. 

8. An allowance is being paid to a widow with 10 children in the South. 

9. One girl aided by the Army Relief Society became a music critic, and she 
published a paper on democracy which has been translated into a foreign language 

Further information about the care of widows and orphans is being requested 
from the president of the Army Relief Society, 350 Fifth Avenue, New York 
City, and this will be transmitted to you through this office as soon as received. 
tecords show that there were 118 cases in the hands of the Army Relief Society 
in June 1951 for whom they had paid out about $6,000 during that month, 


’ 
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The management of Army Emergency Relief concurs fully with the plan to 
provide survivors’ benefits since it can be expected that under the survivors’ bene- 
fits plan, widows and orphans of deceased members of the Army would be self- 
supporting, whereas at present a number become a charge on the relief organizations 
of the Army. 

Epwarp F. WIrTsE.1t, 
Major General, USA, Retired, Director. 





ARMY EMERGENCY RELIEF, 
DEPARTMENT OF THE ARMY, 
Washington, D. C., August 30, 1951. 
Mr. J. R. BLANDFORD, 
Committee on Armed Services, 


Washington, D. C. 


Dear Mr. BLANpForD: Herewith as an enclosure is further information 
of the activities of the Army Relief Society among widows and orphans of de- 
ceased members of the Army. This is in addition to earlier information that was 
given the committee on August 16, 1951, and on August 17, 1951, and it is requested 
that this be made a part of the proceedings of the survivors benefit bill (H. R. 
5169, 82d Cong.). 

The enclosure is a reply to our letter to the Army Relief Society for further 
information. It was delayed by the fact that some officers of the society were on 
summer absences from their office. 

Sincerely, 
Epwarp F. WITsELL, 
Major General, USA, Retired, Director. 


ARMY RELIEF SOCIETY, 
New York, N. Y., August 28, 1951. 
Col. W. R. Scort, 
Army Emergency Relief, Department of the Army, 
Washington, D. C. 

Dear CoLonet Scott: We have received your letter August 17, 1951,enclosing 
copy of a proposed bill to provide benefits for survivors of members of the uniformed 
services, and for other purposes, and copy of your memorandum to Committee 
on Armed Services. As per your request, below is a list of 25 cases; we would be 
glad to submit additional history on them, or other case histories, if desired. 

1. Case opened 1904. Elderly daughter of general, Cavalry, died 1888. Mother 
who died in 1925 was given over $5,000. Army Relief Society allowance is $75 
monthly. 

2. Case opened 1943. Age 55. Widow of retired private, Infantry, died 1941. 
Two sons, under-par family. Allowance, $60. 

3. Case opened 1915. Age 76. Widow of Infantry captain, died 1913. Allow- 
ance, $30. 

4. Case opened 1931. Age 80. Widow of Infantry sergeant, died 1925. One 
son, mentally unsound. Widow is in nursing home. Allowance, $50. 

5. Case opened 1950. Age 73. Daughter of colonel, Corps of Engineers, died 
1932. Livesin nursing home. Allowance, $15. 

6. Case opened 1930. Age 85. Widow of Cavalry sergeant, died 1913. Allow- 
ance, $90. 

7. Case opened 1932. Age 71. Daughter of brigadier general, Quartermaster 
Corps, died 1914. Mother who died in 1938 was given over $5,000. Allowance, 
$45. 

8. Case opened 1939. Age 96. Widow of retired lieutenant colonel, Infantry, 
died 1925. Allowance, $100. 

9. Case opened 1934. Age 78. Widow of retired sergeant, Field Artillery, 
died 1931. Widow is crippled. Allowance, $25. 

10. Case opened 1938. Age 81. Widow of retired colonel, Infantry, died 1938. 
Poor health. Allowance, $50. 

11. Case opened 1950. Age 21. One child born in 1947. Widow of private, 
Ordnance, died 1950. Allowance, $100. 

12. Case opened 1925. Age 61. Widow of retired captain, Infantry, died 
1925. Allowance, $25. 

13. Case opened 1936. Age 70. Widow of retired lieutenant colonel, Infantry, 
died 1936. Allowance, $50. 
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14. Case opened with mother in 1925, died 1937. Daughter of lieutenant 
colonel, Cavalry, died 1925. Mentally ill, age 47. Allowance, $40. 

15. Case opened 1926. Age 75. Widow of private, Infantry, died 1926. 
Widow is illiterate. Allowance, $25. 

16. Case opened 1910. Elderly. Widow of Cavalry lieutenant, died 1909. 
Widow is crippled with arthritis. Allowance, $85. 

17. Case opened 1935. Age 70. Widow of Cavalry private, died 1935. Allow- 
ance, $30. 

18. Case opened 1940. Age 61. Widow of engineer private, died 1940. 
Allowance, $35. 

19. Case opened 1938. Age 64. Daughter of general, retired, died 1934. Ill 
with tuberculosis. Allowance, $25 until June; now, heavy expenses for case in 
sanitarium., 

20. Case opened 1932. Age 77. Widow of technical sergeant, Artillery, died 
1932. Widow has been confined to wheel chair for many years. Allowance, $85. 

21. Case opened 1950. Age 52. Widow of retired sergeant, died 1949. 
Widow cannot work, asthmatic condition. Allowance, $15. 

22. Case opened 1949. Age 40. Widow of master sergeant, signal, died 1949. 
One child in school. Widow cannot work. Allowance, $100. 

23. Case opened 1940. Age 18. Daughter of Infantry lieutenant, retired, died 
1939. Mother is insane. Allowance, $75. 

24. Case opened 1936. Age 15. Son of staff sergeant, Signal, died 1936. 
Mother who was helped died in 1948. Allowance, $40. 

25. Case opened 1950. Age 45. Widow of master sergeant, retired, died 1948. 
There are 10 children to support. Allowance, $65. 

The reasons why these beneficiaries became dependent upon the Army Relief 
Society are: 

Insufficient income from Government benefits. 

None, or insufficient income from any other source. 
Unable to work due to poor health. 

Children to support. 

No other organization similar to the Army Relief Society. 

The majority of these beneficiaries will have to be helped by the Army Relief 
Society until death. As children become old enough to be self-supporting, allow- 
ances will be either reduced or stopped. 

The American Red Cross or some other welfare agency would have had to 
assume charge, were it not for the financial aid given by the Army Relief Society. 

Sincerely yours, 
Army ReEwieFr Society, 
(Miss) Marsory Moore, Secretary. 

Mr. Kitpay. Colonel Cowles? 


STATEMENT OF COL. H. N. COWLES, OFFICE, DEPUTY CHIEF OF 
STAFF (PERSONNEL), UNITED STATES AIR FORCE 


Colonel Cowxes. I am Col. H. N. Cowles, Office, Deputy Chief 
of Staff, Personnel. 

In the Air Force our chaplains render assistance when death occurs 
toa member. ‘This assistance is help in getting the benefit to which 
the dependents are entitled, and where that is inadequate outside 
help from such agercies as the Air Force Society and the Red Cross 
and any other agency that may be available. 

I have a summary of the assistance that has been rendered by the 
Casualty Assistarce Branch of the Office of Air Force Chaplains. 
From the period of July 1, 1950, to June 30, 1951, the Air Force 
Chaplains processed a total of 2,501 casualty assistance cases. Of 
that number 1,311 required aid other than the benefits to which they 
were entitled under existing legislation; 1,190 cases were resolved 
within the resources of the family. 

The records of the Air Force Aid Society are decentralized in the 
field, and it is difficult to get figures that bring out those cases which 
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are directly related to widows of people who die or are killed in the 
service. They render all sorts of assistance, and it is difficult to bring 
those out within the short time we have had, but I would be glad 


to do that. j 
Mr. Kinpay. Will you do that; and supply it for the record, 


Colonel. 
Colonel Cowuss. Yes, sir. 
(The information is as follows:) 


The Air Force Aid Society is one of the most important agencies that give 
financial assistance to Air Force personnel and their dependents when death 
or other emergency occurs. 

The Air Force Aid Society, a civilian corporation, was incorporated under the 
laws of the District of Columbia on March 9, 1942, for the purpose of collecting 
and holding funds and relieving the distress of Air Force personnel and their 
dependents. On March 1, 1946, the Air Force Aid Society was authorized to 
begin operating as the official emergency relief organization of the Air Force. 

The mission of the Air Force Aid Society is to help maintain the morale of Air 
Force personnel by utilizing its funds for: 

1. Emergency financial assistance in the form of non-interest-bearing loans 
and grants, and 

2. Financing the higher education of dependent children of Air Force 
personnel, whose parents would not otherwise be able to send them to college. 

Before any assistance is given by the aid society, however, steps are taken to 
insure that the applicant has exhausted every possible means of helping himself. 
It must also be realized that the assistance extended by the Air Force Aid Society 
is in addition to that financial assistance extended by other agencies and public 
welfare departments. The Red Cross alone extended approximately $18,500,000 
in financial assistance to the members of the Armed Forces and their dependents 
during the past fiscal vear. 

The majority of cases handled by the aid society are on a loan basis. It is 
believed most individuals desire to repay their indebtedness as a matter of self- 
esteem and to avoid the implications that they have been recipients of charity 
funds. In the processing of an application, however, the facts may indicate that 
a loan would be entirely impracticable since the applicant could not make repay- 
ment. The assistance is then provided in the form of a grant. 

The Air Foree Aid Society interprets emergency assistance as ‘“‘relief from a 
condition that requires immediate attention; a condition that arises suddenly, 
which is unforeseen and urgent.” 

Under the certificate of incorporation of the Air Force Aid Society, the following 
classes of individuals, including retired personnel, are eligible for assistance: 

1. Air Force personnel and their dependents. 

2. Dependents of disabled and deceased Air Force personnel. 

3. Dependents of disabled and deceased Army Air Forces personnel who 
were disabled or who died while on active duty. 

For the purpose of being eligible for emergency financial assistance from the 
Air Foree Aid Society, a dependent must be a member of the officer’s or airman’s 
immediate family. 

The following résumés are typical of those cases normally handled by the Air 
Force Aid Society in extending emergency financial assistance to the widows and 
dependent children of deceased Air Force personnel: 

The first case concerns the request of the widow of an Air Force captain who, 
at the time of the request, needed funds for the transportation of herself, her 4- 
vear-old son, and 7-month-old daughter to the home of her parents. This widow 
had not received any Federal benefits at the time she contacted the aid society. 
This widow preferred that the $200 requested be in the form of a loan. The loan 
was granted 

The second case concerns the widow of an Air Force sergeant and three depend- 
ent daughters who were 5, 6, and 8 vears of age. This widow had received financial 
assistance from the American Red Cross on two previous occasions. Past hospital 
and medical bills prevented her from meeting her home payments which were 
delinquent in the amount of $152. This family also had a delinquent grocery 
bill of $115. The aid society authorized an outright grant of $275. 

The third case concerns the request of a widow of a deceased Air Force sergeant 
her 4-vear-old dependent deughter. The sergeant had no insurance in effect 
at the time of his death. Bills had accumulated to $572 and included back pay- 
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ments on the house, back milk and grocery bills, and back payments on the house- 
hold furnishings. <A grant in the amount of $542 was approved by the aid society 
for this widow. 

The next case is that of the widow of an Air Force captain who requested $200 
Joan for transportation to a more economical place to live. At the time of her 
request, this widow had received no compensation, gratuity payments, or in- 
surance payments. 

The fifth case concerns the widow of an Air Force major killed in action in 
Korea. This widow needed funds for food, clothing, and shelter for herself and 
her 8-month old son until she had received the 6 months’ gratuity pay and insur- 
ance payments. This widow also requested that the money be made available 
to her in the form of a loan. 

Another case concerns the request of the widow of another Air Force major 
and her three minor children. At the time of her husband’s death, this widow 
had but $15 cash to her name to meet all expenses. Expenses totaled $822 which 
included rent, food, gas bills, oil bills, funeral expenses, $299 car payment and 
partial support of husband’s father. A grant of $250 was approved in this case 
by the aid society. 

The next case was a request for assistance submitted by the widow of an Air 
Force sergeant. The widow had two dependent children, one girl age 8 and 
another, 3. The 3-year-old- child was a blue baby and her case had developed 
to the point that an emergency operation was required if the child was to survive. 
The total cost of this particular operation including all fees was $717.05 which 
was paid entirely by the Air Force Aid Society as a grant to the widow. 

Still another case concerns the widow of an Air Force first lieutenant, who at 
the time of her husband’s death, had just been released from the hospital with her 
1-month-old child. The national service life-insurance policy listed the lieu- 
tenant’s father as the beneficiary. The widow had not received any compensation 
at the time the request was submitted. The base chaplain and Red Cross were 
both assisting the widow and both indicated that the widow was in desperate 
circumstances, An emergency grant of $250 was immediately approved in this 
case. 

An outstanding example of assistance rendered by the Air Force Aid Society 
is the Travis Air Force Base incident which involved a crash of a B—29 in the 
midst of a base trailer camp at Fairfield-Suisun, Calif., last fall. Many trailer 
homes of our Air Force personnel were destroved in this crash, together with all 
of their clothing and personal property. A total of $15,125 was extended by the 
aid society in this one instance, $4,985 of which was in outright grants and $10,140 
in loans. The families assisted were 7 officer families and 161 enlisted families. 

The Air Force is aware that many eases of hardship involving dependents of 
officers and airmen who are killed or die in service never cone to its attention. 
Many families live in hardship or accept a drastically reduced standard of living 
ather than seek aid through the Air Force Aid Society. 

Mr. Kitpay. Are there any questions? We thank you, gentlemen. 

Colonel Scorr. May I ask where we should send this information? 

Mr. Kitpay. Mr. Blandford will give you his name and address. 
He will see that it gets into the record. 

Colonel Scorr. Thank you, Mr. Chairman. 


STATEMENT OF CAPT. H. C. BRUTON, JUDGE ADVOCATE 
GENERAL’S OFFICE, UNITED STATES NAVY 


Captain Bruron. Mr. Chairman, I am Captain Bruton, of the 
Navy Department. Ihave a very short statement from the Assistant 
Secretary of Defense, Mrs. Rosenberg, which she has asked me to 
read and have placed in the record. It is about 2 minutes long. 

Mr. Kiipay. Go right ahead, Captain. 

Captain Bruton (reading): 


STATEMENT ‘OF ASSISTANT SECRETARY OF DEFENSE ANNA M. ROSENBERG 


It is my strong conviction that the pensions presently available to the survivors 
of our servicemen are wholly inadequate. I have received numerous letters from 
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widows of our soldiers, sailors, airmen, and marines asking if something couldn’t 
be done about obtaining more realistic pensions for them and their children. | 
feel that not only can this be done but that it must be done. _ 

The question of survivors’ benefits was first brought to attention in the Depart- 
ment of Defense by the late Secretary James Forrestal when he noted that the 
report of the Advisory Commission on Service Pay (Hook Commission) contained 
no provisions for benefits for widows of retired service personnel. Acting upon 
his recommendations, a plan was drafted which was the predecessor of the one 
you are now considering. The unfortunate death of Admiral Sherman has again 
high lighted the need for prompt action. When our Government only provides 
the widow of a man like Admiral Sherman with the magnificant sum of $75 per 
month, there is something radically wrong with our sense of values. 

The bill you have before you today would give active and retired servicemen the 
opportunity to provide protection for their families at reasonable rates commen- 
surate with their pay. The plan would provide benefits which are related to the 
standard of living established by the serviceman for his family. I want to 
emphasize that this is not a Government-supported program. The program is 
designed to be self-supporting without any foreseeable expense to the Government. 

Here we have an opportunity to help the serviceman help himself. I know that 
the morale of our fighting servicemen would be greatly boosted if they had 
assurance that their loved ones would be adequately taken care of in the event of 
their death. 

I am convinced, also, that individual servicemen and their families will take 
pride in the fact that they themselves are footing the bill. I, for one, have never 
believed that the average American is always looking for something for nothing. 

This legislation is in accord with the American principles of self-reliance and 
individual dignity. It gives our men in uniform the opportunity to provide for 
the futures of their loved ones. This is an opportunity to which they are richly 
entitled. This is an opportunity which will make available the peace of mind our 
men in uniform must have in order to do their jobs wholeheartedly. 

I commend survivors’ benefits legislation to you gentlemen, and strongly urge 
that you support its early passage. 

Mr. Kiiupay. Thank you, Captain. 

Mr. Arenps. May I ask the captain a question? 

Mr. Kitpay. Mr. Arends. 

Mr. Arenps. You mentioned the case of Admiral Sherman, and 
that his wife would be entitled to the magnificent sum of $75 per 
month. 

Captain Bruton. Yes, sir; that is Mrs. Rosenberg’s statement. 

Mr. Arenps. I would like for you to give in this particular case an 
approx mation of what she would get under the plan as proposed. 
I would like to see that in figures. 

Mr. BLanprorp. It would amount to $238 per month, under this 
bil, had it been in effect at the time of Admiral Sherman’s death. 
Added to that, from VA services, would be $75 per month. 

Mr. Kinpay. Thank you very much. 

Mr. BLanprorp. Even that $75 is not definite. It may only be $60. 

Mr. Arenps. Might I further add, Mr. Chairman, that the testi- 
mony of the three other gentlemen relating to the question I asked on 
aid to dependent children, I think, is an argument in favor of a legis- 
lative proposal which would help many of these States in solving some 
of their own financial problems, for the difficulty they have in their 
problems. 

Mr. Kintpay. I suppose we are ready to hear Captain Hoyt and 
Commander Martineau. 

Mr. BLANDForD. On a résumé of the existing benefits. 

Mr. Kitpay. Will you both come around, please; and give your 
names and titles for the record. 
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STATEMENTS OF CAPT. JOSEPH B. HOYT, UNITED STATES NAVAL 
RESERVE, SPECIAL ASSISTANT TO THE CHIEF OF NAVAL PER- 
SONNEL; AND COMMANDER DAVID L. MARTINEAU, UNITED 
STATES NAVY, SPECIAL ASSISTANT TO THE CHIEF OF NAVAL 
PERSONNEL—Resumed 


Captain Hoyr. Capt. Joseph B. Hoyt, United States Naval Re- 
serve, Special Assistant to the Chief of Naval Personnel. 

Commander Martineau. Commander David L. Martineau, United 
States Navy, Special Assistant to the Chief of Naval Personnel. 

Mr. Kitpay. Commander, do you have something for us? 

Commander Martineau. Mr. Chairman, if you are ready, I am 
ready to proceed with a summary of existing benefits provided by the 
present law. 

Mr. Kitpay. We can do that without the bill. This is for the exist- 
ing benefits? 

Commander Martineau. What is now provided; yes, sir. 

Mr. Kiupay. I think you had better go ahead with that, because 
we do not have the bill to take up section by section. The House is 
meeting at 11 o’clock this morning. 

Commander Martingav. I suggest, sir, that I could try to answer 
any questions you might have on this or related matters. 

Mr. Kiupay. I think that would be well. Go ahead. 

Commander Martineau. Mr. Chairman, I shall endeavor to pre- 
sent to you a summary of the benefits which are provided to survivors 
by existing law. First I should like to cover those benefits authorized 
to be paid by the Veterans’ Adminstration. 

Those who are covered by the Veterans’ Administration for survivor 
benefits include all the Regular components of the armed services, 
including the Coast Guard and the Public Health Service, but only 
when on active duty with the armed services or when on active service 
beyond the continental limits of the United States in time of war; and 
similarly for the Coast and Geodetic Survey. I would like to point 
out there that the Public Health Service and the Coast and Geodetic 
Survey have a distinction in their coverage. And to the Reserve 
components of these forces who die when performing active duty with 
the Armed Forces. 

Mr. Kixpay. Called for over 30 days. 

Captain Hoyt. No. 

Commander Martineau. No; not necessarily. There are some 
cases where they are covered on training duty, sir, where they have 
an option. 

First, I should like to touch upon the Veterans’ Administration 
death compensation. We have the first category of compensation 
which is paid to survivors of veterans whose death results from death 
or injury in line of duty, or if they have been discharged or separated 
from the service if their death after discharge is directly related to the 
injury or disease which was incurred in line of duty. If that death 
resulting from that disease or injury was incurred in the time of war, 
World War I or World War II or the present Korean affair since 
June 27, 1950, to the unremarried widow that wartime compensation 
is $75 a month. To the widow with one child it is an additional $30, 
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or a total of $105 a month, with $25 for each additional child over one. 
A widow and two children will receive $130 a month, and $25 for every 
additional child. 

Whe re there is no widow but there is one surviving child, the sum 
of $58 per month is paid. No widow and two children, $82 per 
month. No widow and three children, $106 per month, with $20 for 
each additional child. 

To a dependent parent who has been dependent upon the member 
for the period prior to his death, that parent is entitled to $60 per 
month. Where there are two dependent parents each is entitled to 
$35 per month. 

Those are the wartime cases. 

Now, where a person is killed or dies on active service, or death is 
directly attributable to active service but in time of peace, payments 
are made to the same persons but on a smaller scale. There the 
widow receives $60 per month. The widow and one child receives $84 
per month, and there is $20 for all children over one. 

With no widow but one child the sum is $46.40 per month. With 
two orphans it is $65.60. With three orphans it is $84.80; and $16 
per month for all orphans over three. 

For the dependent parent, per peacetime case, it is $48 per month, 
and where both parents were dependent it is $28 per parent. 

As Mr. Blandford has just pointed out to me, the wartime coverage 
does apply to deaths incurred in time of peace where that death was 
the result of carrying out simulated war conditions. 

Now, there is another category of payment made by the Veterans’ 
Administration. A pension which is paid to the survivor of a war 
veteran who has been discharged or separated from active service 
under any condition other than dishonorable. But’ certain require- 
ments have to be met. They are different for World War I and 
World War II 

For the survivor of a World War I veteran, if that veteran had 
rendered 90 days or more of service or had been discharged from service 
for a disability which was incurred in that service or was receiving or 
was entitled to receive at the time of his death compensation or retire- 
ment pay for a service-incurred disability, that widow is entitled to $42 
per month provided that her income from all other sources does not 
exceed $1,000 per year. 

For World War II cases, the veteran who served in-World War II 
who dies after having been separated from active service, his survivor 
is entitled to a pension provided that he was receiving or was entitled 
to receive compe nsation or retirement pay for a service-connected 
ange at the time of death and had had at least 90 days of service, 
or had a service-connected disability for which compensation would 
have che payable to the extent of at least a 10-percent disability. 
Such a survivor also is entitled to $42 per month. 

Those World War II conditions apply to persons who serve in the 
Korean affair, are discharged and subsequently died after the discharge. 

That pension, as was pointed out, is $42 for a widow. For a widow 
and one child it is $54. For each additional child it is $6 per month. 

For one child but no surviving parents it is $21.60 per month. For 
two such orphans it is $32.40. For three orphans it is $43.20. And for 
each additional orphan it is $4.80 per month. 





eB 


a Ww 1 


2037 


Of course, the same restriction applies, that the income for a widow 
cannot exceed $1,000 per year, or for a widow with one or more children 
that restriction is extended to a total income of $2,500 per year. 

That, Mr. Chairman, covers the compensation and the pensions 
that are now payable by the Veterans’ Administration. Of course, 
we have the indemnity insurance. While that also is provided by the 
Veterans’ Administration, I should like to touch on that at a little 
later point. 

I should like now to touch upon the coverage provided. 

Mr. ARENDS. Commander, before you go any further, with reference 
to some of those payments, are they not embodied in the present veto 
message we have up here now on increasing benefit payments? 

Captain Hoyr. No. 

Mr. Price. That is a different thing. That is to increase the com- 
pensation for those who need attendance. 

Mr. BLaANpForb. That is on non-service-connected disabilities. 

Mr. AreENps. It is different? 

Commander Martineau. No. Disability cases where the veteran 
is alive. These all apply to where the veteran is dead. 

Mr. Kitpay. We want to get that in the record clearly, because 
that could be an issue on the floor. 

Commander Martineau. Yes, sir. These definitely do not apply 
to the veterans’ disability cases where the veteran is living. These are 
survivor benefits only. 

Now, for the payments provided for FECA, or the Federal Em- 
ployees’ Compensation Act, at the outset I should like to point out 
that here is an area where we run into some serious inequities between 
various categories of personnel in the armed services. That is the 
Federal Employees’ Compensation Act. 

The following categories of uniformed service personnel are covered 
by the Federal employees’ compensation in time of peace and regard- 
less of their terms or conditions of service members of the Officers’ 
Reserve, Army, and Air Force; the Army and Air Force Enlisted 
Reserve Corps; the Coast Guard Reserve; Regulars and Reserves of 
the Public Health. It is intended to be payable to reservists of all 
the armed services in time of peace. 

But at the present time, under existing law, we are at peace for the 
purposes of this act in the Army and the Air Force Reserve, but we 
are considered to be at war where it applies to the Navy, the Marine 
Corps, and the Coast Guard Reserve. 

Mr. Kitpay. Unification is a wonderful thing, is it not? 

Mr. BLANprorp. There is a distinction of their being ordered to 
active duty. 

Captain Hoyt. The 30-day business applies only in time of peace. 
The 30-day distinction is in the Navy. 

Mr. BLANpForD. It is not a question of whether you are at war or 
peace, 

Captain Horr. That has something to do with it. 

Mr. BLanprorp. It is the way you are ordered to active duty. 

Captain Hoyr. No, it is the time of peace. 

Mr. BLanprorp. How does the law distinguish between peace and 
war? 

Captain Hoyr. Because the Navy did not terminate the war for 
the purposes of this act. 
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Mr. Price. Of course, Commander, under veterans’ legislation do 
not these particular acts set the time covered by the acts by dates? 

Captain Horr. The Veterans’ Administration; yes. 

Commander Martineau. In the Veterans’ Administration; yes, 
sir. 

Mr. Kiupay. These are those covered by the Federal Employees 
Compensation Act. 

Commander Martineau. The Federal Employees Compensation. 

I should like to add that where the Army and Air Force Reserves 
are covered, the Army of the United States and National Guard 
personnel are not covered. 

Mr. ARrENDs. In peace or war? 

Commander Martineau. Nobody is covered in time of war. This 
was originally designed to cover persons in time of peace. When the 
act was originally enacted, the payments were small. 

Mr. Bianprorp. Can you not add to the confusion by saying also 
that the Navy and the Marine Corps reservists ordered to duty for a 
period of less than 30 days even today are covered by the Federal 
Employees Compensation? 

Captain Hoyt. They have not made that decision yet. It is being 
debated. The law says 30 days, but it is a question of whether they 
are on active duty and die on the twenty-ninth day. The orders 
have not been resolved over there. 

Mr. Price. What was the decision in this case on the Pennsylvania 
National Guard? 

Captain Hoyt. That is definitely not covered, sir. 

Mr. BLanprorp. Not by the FECA. 

(Discussion off the record.) 

Mr. Arenps. Mr. Chairman, the House has been granted permis- 
sion to meet at 10 o’clock tomorrow. 

Mr. Kripay. The House meets at 10 o’clock tomorrow. I know 
of nothing that could conflict with our meeting at 10 o’clock Monday 
morning. 

Mr. Arenps. Unless Congress recesses. 

Mr. Krupay. I will be here. 

Mr. Parrerson. Will we be in session Saturday? 

Mr. Kripay. I do not think so. 

We will adjourn until 10 o’clock Monday morning. 

(Thereupon, at 10:55 a. m., Thursday, August 16, 1951, an ad- 
journment was taken until 10 a. m., Monday, August 20, 1951.) 
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SURVIVOR BENEFITS LEGISLATION 


MONDAY, AUGUST 20, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SuRvVIVOR BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Paul K. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Krupay. The subcommittee will be in order. 

When we adjourned oa Friday, Commander, you were going over 
the present benefits. Will vou go ahead now, please. 

Commander MArTINEAU. Yes, sir. 

Mr. Buanprorp. For the record, Mr. Chairman, may I suggest 
that we now commence hearings on H. R. 5169. 

Mr. Kiupay. Yes. That is the new bill. 


STATEMENT OF COMMANDER DAVID L. MARTINEAU, SPECIAL 
ASSISTANT TO CHIEF OF NAVAL PERSONNEL, DEPARTMENT 
OF THE NAVY; ACCOMPANIED BY CAPT. J. B. HOYT, USNR, 
SPECIAL ASSISTANT TO THE CHIEF OF NAVAL PERSONNEL, 
DEPARTMENT OF THE NAVY—Resumed 


Commander Martineau. Mr. Chairman, when I stopped the other 
day I was talking about benefits under existing law. I had completed 
the benefits covering death compensation from the Veterans’ Admin- 
istration, and had just commenced on the rather complicated picture 
of how employees’ compensation benefits applied to certain members 
of the Armed Forces. 

I should like now to present to the committee a brief summary of 
the categories of personnel in the armed services who are covered, in 
one way or another, by employees’ compensation, without going into 
the background as to why they are so covered. 

First, no member of any of the Regular services are covered by em- 
ployees’ compensation at any time and, of course, it was never intended 
that they should be so covered. It also so happens that members of 
the National Guard are not covered by Federal employees’ compensa- 
tion at any time. 

Now, as to the other Reserve components, members of the Naval 
and Marine Corps Reserves, are covered for Federal employees’ death 
compensation while performing active or training duties for periods of 
less than 30 days. Their orders so indicate, whether or not they are 
serving for less than or more than 30 days. 

This same group—that is, the Naval and Marine Corps reservists— 
are not covered, however, when they are serving on extended active 
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duty, under orders, for more than 30 days. Then they are not cov- 
ered for Federal employees’ compensation. 

Now, as to the Reserve components of the Army and the Air Force, 
other than the National Guard, members of the Officers Reserve and 
the Enlisted Reserve Corps of the Army and the Air Force, are cov- 
ered under all conditions in time of peace for death compensation and, 
for the purposes of the law, that governs them, we are considered to 
have been at peace since September 8, 1945. 

Therefore, any member of the Officers Reserve or the Enlisted Re- 
serve Corps serving on active duty for any period of time, if he is 
killed or dies in the performance of his duty, his beneficiary is eligible 
for Federal employees’ compensation. 

The same applies to temporary officers of the Army of the United 
States and to the Air Force of the United States. 

The Coast Guard, of course, being a part of the military forces, are 
covered in exactly the same way that the Navy is, the Regular mem- 
bers of the Coast. Guard Service. The Coast Guard reservists are 
covered in the same manner as the naval reservists. 

There is another small group serving in time of war, temporary 
and auxiliary members of the Coast Guard Reserve. Most serve 
without pay. ‘They are regarded as civil employees for purposes of 
Federal employee compensation and are covered. 

Regular and Reserve members of the Public Health Service are 
covered by Federal employees’ compensation at all times. Under 
certain conditions they will have an election as to whether or not 
they take the benefits provided by law for the military forces, or the 
benefits provided by Federal employees’ compensation. 

The Coast and Geodetic Survey are covered except when officially 
attached and serving as a part of the military forces. 

That, Mr. Chairman, covers all of the categories of personnel and 
the manner in which they are covered by employees’ compensation. 

As L attempted to point out the other day there are inconsistencies. 
It is not our purpose to advocate that they be corrected now. I am 
simply reviewing the situation for your information. The bill now 
before you does not contain any recommendations for changing the 
present emplovee compensation law. 

Mr. Arenps. It touches on none of the categories that you have 
mentioned in this bill? 

Commander Martixgeavu. Not insofar as it applies to Federal em- 
ployees’ compensation. It covers all for the benefits we have pro- 
vided. 

Mr. Kinpay. It does provide that these benefits shall be in addition 
to any benefits to which they are now entitled? 

Commander Martineau. It would amount to that, sir. 

M. Buanprorp. Mr. Chairman, we must take some positive action 
with respect to FECA legislation because we have the almost ridiculous 
situation where, for example. if three officers, all in the same aircraft 
are killed in the same crash, one a Regular Army colonel, the other a 
National Guard major, the other a second lieutenant in the Reserve, 
each with a wife and two children, the colonel’s widow, with two 
children receives from the Veterans’ Administration $130 a month, 
the National Guard officer's wife also receives $130 a month, while 
the Air Force reservist who is flying, his widow receives, I think in 
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the neighborhood of $300 a month, because his widow is entitled to a 
percentage of his pay under Federal Employees’ Compensation Act. 

The result is that a Regular Army colonel’s widow, with two 
children, draws almost $170 a month less compensation than the Air 
Force second lieutenant reservist’s widow. It seems to me that the 
subcommittee has to take that into consideration in this legislation 
and straighten the matter out once and forall. We have an unreason- 
able and unhealthy situation, and it is, of course, very bad for morale 
because the Army and the Air Force reservist, has a much greater 
advantage than the National Guard man and the Regular serviceman, 
and the Navy and Marine Corps Regular and reservist. 

Mr. Kixpay. Do all of these different categories receive the com- 
pensation for the same period of time? 

Mr. Buanprorp. FECA is for life or until the children arrive at 
the age of 18, or until the widow remarries, and it is similar to that 
which the VA pays. FECA, I believe, pays 45 percent of the full pay 
and allowances that the man was in receipt of at the time. I believe 
the word “allowances” has been construed to include every form of 
allowance imaginable, including subsistence, quarters, overseas 
service, flight pay, and everything else. 

Do you have a breakdown of that, Commander? 

Commander MartingEAv. Yes, I do. 

I will indicate, Mr. Chairman, what the scale of payments are for 
FECA. For a surviving widow, with no children, she will receive 
one annuity equal to 45 percent of the pay and allowances, including 
the allowance in cash and the allowance in kind. 

Mr. Kiipay. Does that include hazard pay? 

Commander Martineau. Yes, sir; if being received by the member 
at the time of his death. 

If this widow has one child she will receive an additional 10 percent, 
bringing it up to 55 percent of the total pay and allowances, and 15 
percent for each additional child, not to exceed a total of 75 percent. 
And provision is made for orphan children, where there is no surviving 
widow, and provision is made for wholly dependent and partially 
dependent parents. 

I should like to also point out that the benefits paid under existing 
law to members of the armed services who die on active duty, they 
are flat amounts, they have no proportion or bearing to the amount 
of pay they were drawing, whereas Federal Employees’ Compensation 
is related to the amount of money he was receiving. 

That covers the picture under FECA, sir. 

Mr. Kiipay. Are there any questions? 

Mr. BLanprorp. I might add, Mr. Chairman, there will probably 
be thousands of claims filed with the FECA for these benefits. I 
think there were 22 claims in January. It jumped to—how many in 
February, Captain Hoyt? 

Captain Hoyt. 122. That is in the Air Force alone, and the word 
is hardly out. 

Mr. Buanprorp. Yes. I think those claims will go over two or 
three thousand within the next few months. So that every day the 
Korean situation continues, and we fail to take any action, continues 
to create that tremendous divergence in benefits payable to the 
several groups involved. 
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Mr. Kixpay. How does this increase come about? 

Mr. BLanpForp. It came about as a result of various Reserve acts 
and the Federal Employees’ Compensation Act, which, to put it 
briefly, held that—the theory of it was that when a reservist was 
ordered to active duty, in time of peace, that he was there for a 
temporary period, and there wasn’t any Public Law 108 in those days, 
and if he was injured in training duty, for example, a hand grenade 
exploded, there was no way to pay his family any reasonable benefits. 
It was felt that a man coming in from civilian life should be covered 
by a better system of protection, because it was just a temporary 
thing for him, to go on active duty for a short period, and it should 
bear some re lationship to his salary, and so back in 1939, I believe it 
was, they made the law applicable to reservists in time of peace 

That was the law for a long period of time. Of course during the 
war it didn’t apply because it was only peacetime legislation, it only 
applied to a reservist on active duty in time of peace. 

Mr. Kiipay. Does this cover for a period in excess of 30 days? 

Mr. BLanprorp. The Army reservist is in a period of peace insofar 
as the whole situation is concerned. It makes no difference for what 
period of time he is called. It is in time of peace that he is killed. 
Therefore, he is entitled to the benefits of the Federal Employees’ 
Compensation Act. 

Now, the Navy reservist, except for the group ordered to duty for 
a period of 30 days or less, is not covered by the FECA because we 
are at war, the war has never been terminated, for the purpose of the 
Navy reservist, except for the specific exemption made in August 1946 
for those groups ordered to active duty for a period of 30 days or less. 

It is as nice a complication as I know of. 

Mr. Kitpay. 1 think I remember how this came about. In the 
Seventy-sixth Congress, Public Law 18 of the Seventy-sixth Congress 
was the original retirement provision for civilian components. It got 
into the bill on an amendment offered in the committee and not on a 
study made by the Department. In those days we were using a great 
many reserve officers oa Civilian Conservation Corps duty and, of 
course, Public Law 18 was the first expansioa that came along, in 1939. 
With the provision in the law the President was not in position to 
veto the bill but at the time he signed it he criticized that retirement 
provision very strongly. Of course, the committee at the time that 
it adopted this amendment, Public Law 18, stated that it proposed to 
cover persons called to active duty and assigned to such noncombatant 
duties as the CCC under the Federal Employees’ Compensation Act, 
which it did. 

So that that present inconsistency is the result of a situation which 
arose rather suddenly and out of the normal course of well-considered 
legislation. There was actually some friction between the President 
and the Congress at the time. It was with the CCC in mind that 
that was done at the time and, of course, that situation is gone; 
that is, the purpose for which it was done is gone, but we have the 
inconsistency here. 

Commander Martineau. I might add, Mr. Chairman, that until 
October 14, 1949, the amount of Federal Employees’ Compensation 
was relatively small compared to what it is now. They were raised 
to these present percentages at that time. 

Mr. Kixpay. Is there anything further on this line? 
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Commander Martineau. The maximum under FECA, under pres- 
ent law, is 75 percent of pay and allowances, or $525. 

Mr. Kixipay. Would this bill have the effect of placing these sur- 
vivors’ benefits in addition to the FECA benefits? 

Mr. Buanprorp. I believe, Mr. Chairman, FECA, the law itself, 
would preclude them from receiving both. 

Commander Martineau. The basic FECA law precludes any 
person who is entitled to any benefits under any other provisions of 
law. 

Mr. Kinpay. What is the minimum pay under FECA? On what 
basis is the percentage figured? 

Commander Martineau. It is a straight percentage, sir. For the 
widow it is 45 percent. 

Mr. Kiupay. Is the private or seaman regarded as receiving no 
more than $75 a month? 

Captain Hoyt. No, sir; he has a minimum allowance, his sub- 
sistence allowance, and probably a quarters allowance, if he is drawing 
assistance under the Family Allowance Act that is figured in, his 
clothing allowance is figured in. 

Mr. Kiupay. It is figured in on the basis of his actual emoluments? 

Captain Hoyt. In cash or in kind. 

Mr. Kiripay. And not on the basis of a minimum of fixed payment 
by law? 

Captain Hoyr. That is correct. 

Mr. Arenps. What was that figure you used back there, Com- 
mander? 

Commander Martineau. That is the maximum amount for FECA 
payments. Where it might amount to more than 75 percent. If a 
man was receiving a high salary it could amount to a considerable 
sum. The law fixes it at a maximum of 75 percent of his salary, 
not to exceed $525 a month. 

Mr. Kiipay. On what rank? 

Commander Martineau. That is for any rank, sir. To get $525, 
the 45 percent of the basic pay, would have to equal or be more than 
$525; the law fixes it at a maximum of $525. 

Mr. Kitpay. That is the maximum. 

Mr. Buanprorp. It would be like a United States marshal or a 
Federal judge being killed in line of duty. His salary might be high 
enough so that the percentage application would give his widow more 
than $525. They place a maximum on it of $525. 

Mr. Kitpay. We are ready to proceed to the section-by-section 
analysis. 

Commander Martineau. We have a few other benefits. 

Mr. Kiupay. All right. Go ahead. 

Commander Martineau. There has been provided by law the 
benefits of United States Government life insurance. That is the 
type provided by the Government following World War I where per- 
sons were eligible to purchase life insurance at rates promulgated by 
the Veterans’ Administration. They paid for that benefit and it was 
received according to the terms of the policy. 

Then with the advent of World War II, on October 8, 1940, to be 
specific, they provided for a national service life insurance, another 
form of Government life insurance, which was extended to those who 
already did not hold the maximum amount of the United States Gov- 
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ernment life insurance. That also was on, as you know, a premium 
basis, where all members paid premiums and received ‘the benefits 
according to the terms of the policy. 

And then recently, of course, H. R. No. 1 has provided the insur- 
ance indemnity where all members of the armed services are entitled 
to what amounts to a form of free insurance, where payments, in the 
event of death, payments are made for a maximum of 10 years after 
death. 

Then we have the 6 months’ death gratuity. All persons of the 
armed services dying on active duty, providing their death was not 
caused as a result of their own misconduct, their survivor is paid a 
lump sum equal to 6 months of his basic pay. 

Mr. Kitpay. In the imsurance indemnity that was not distin- 
guished? 

Commander Martineau. No, sir. 

Mr. BLanprorpb. The bill does not affect that. 

Mr. Kitpay. The Hook Commission, which originally recommended 
the $10,000 gratuity, had recommended that the paid gratuity be 
abolished; in other words, the $10,000 would be payable in lieu of all 
other benefits? 

Mr. Buanprorp. That is right. 

Mr. Kinpay. Here again we have the situation of another com- 
mittee handling the matter, probably not even informed of these 
other gratuities, bringing in the insurance indemnity, and stacking it 
on top of benefits which already existed, and the committee probably 
didn’t even know it at the time. 

Commander Martineau. Even so, Mr. Chairman, with that pres- 
ent insurance indemnity added on to the benefits provided by exist- 
ing law it doesn’t even approach providing an adequate amount to 
the survivors of people who are presently dying. 

That covers the benefits provided by law for members of the Armed 
Forces, sir. 

Of course, we have other, nearly all other members of the Govern- 
ment service, everybody except the judiciary, I believe, are covered 
by some form of an annuity death payment. The civil service is the 
largest other single group. As you know, survivors of members of the 
civil service, according to certaim conditions, are entitled to annuities 
after their death. 

The Foreign Service is a good example of another group of Govern- 
ment employees who are covered by their own particular kind of 
death annuity, and they have provided certain annuities, under 
certain prescribed conditions, for members of the Foreign Service. 
And all, of course, are covered by FECA. 

The only geoup not covered are members of the Regular military 
services and cectain members of the Reserves, according to various 
provisions of law. But FECA was never intended to cover members 
of the regular service. 

That concludes a summary of the benefits provided by existing 
law, Mr. Chairman. I am now ready to answer any questions you 
might have, or proceed, as you wish. 

Mr. Kitpay. Are there any questions on this phase? 

Did you have anvthing preliminary to the bill, anything further? 

Commander Martineau. No, sir. W e are ready to proceed with 
an analysis of the bill at the committee's pleasure. 
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Mr. Kiupay. Let us go ahead with the analysis of the bill. 

Commander Martineau. Section 1 of the bill contains the enact- 
ing clause, of course, and states: 

That this Act may be cited as the ‘‘Uniformed Services Survivors’ Benefit Act 
of 1951.” 

Section 2 contains the necessary definitions, the first definition 
being that of “Uniformed services.” Under this bill it would include 
the Army of the United States, the Navy, the Air Force of the United 
States, the Marine Corps, Coast Guard, Coast and Geodetic Survey, 
Public Health Service, and all Regular and Reserve components as 
those forces. 

The term “Reserve,” of course, is to include those appointed, en- 
listed, or inducted in the Army of the United States or the Air Force 
of the United States, without specification as to any component 
thereof. 

Subsection 2 (b) defines the term “member” as used in this bill, 
and the member will be any commissioned officer, commissioned war- 
rant officer, warrant officer, flight officer, aviation cadet, or enlisted 
person, including a retired person of the uniformed services. 

Mr. Kitpay. Up to that point those definitions are identical to 
the career Compensation Act? 

Commander Martineau. That is correct. 

Mr. BLANpForpD. We have to add the deck officer of the Coast and 
Geodetic Survey, Mr. Chairman, after the words ‘aviation cadet,” 
on line 10. 

Mr. Kitpay. Yes. That sbould be added there. 

Commander Martineau. Subsection 2 (b) includes and defines 
the use of the word ‘‘midshipman.”’ J should like to particularly 
point out that “midshipman,” as used in this bill, definitely does not 
cover the ordinary midshipman. That is, it does not cover the mid- 
shipman at the Naval Academy, for example. It is only intended to 
cover a particular categorv, known as the flight midshipman. We 
have a small number of those in the Navy. These people are ap- 
pointed midshipmen. They are ordered to active duty. They either 
undergo flight training or are flying in the fleet with regular squadrons 
as midshipmen. They are serving on active duty and should be 
covered, and are included in the bill. 

Mr. Kiupay. The Holloway student is not covered? 

Commander Martineau. No, sir; he is not. 

Subsection 2 (c) defines the term “active member.’ ‘Active 
member” is to include any member of the active list of a Regular 
component of a uniformed service. It includes a retired or a Reserve 
member and a flight midshipman who is serving on active duty for a 
period in excess of 30 days. And it also includes a member of the 
uniformed services who has been placed upon temporary disability 
retired list for disability incurred in active duty during active-duty 
periods served in excess of 30 days. 

Subsection 2 (d)—— 

Mr. Kinpay. That is identical to the Career Compensation Act? 

Commander MartingEAv. Yes. 

Mr. Kitpay. We had no temporary list until that time. 

Commander Martineau. Yes. 

Mr. Kixpay. And this neither enlarges or diminishes that category? 
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Commander Martineau. That is correct, sir. The purpose of that 
particular point is simply to include as an active member of the 
provisions of this bill persons who have been or will be placed upon 
temporary disability retired list. When they are removed from the 
temporary disability retired list and permanently retired, if that is 
what happens to them, then they are no longer active members; they 
are retired members under the terms of this bill, and the next sub- 
section defines the term “retired member.” 

A “retired member,” as used in this bill, is any member or former 
member who is granted retired or retirement pay, and that includes 
the emergency officers, who were granted retired pay under the act of 
May 24, 1928. It excludes a retired member who is serving on active 
duty for periods in excess of 30 days, and it also excludes a member on 
the temporary disability retired list because they are to be considered 
active members, as I pointed out. 

Then, for purposes of proper coverage, proper legislative coverage, 
— is a group of nurses brought in here and covered under section 
2 (d). 

Mr. Kitpay. That is the group prior to the time they received rank, 
at the time they had relative rank? 

Commander Martineau. That is right. 

Mr. Kixpay. Those who retired before they were actually integrated 
into the service? 

Commander Martineau. It really includes all those groups who 
were retired under provisions other than the Career Compensation 
Act and before they were entitled to regular retirement. 

As you pointed out, before the nurses received rank. 

Mr. Kiupay. Does it go back, then, to the Career Compensation 
Act? 

Commander MartTInEAv. Yes, it does, but it isn’t necessary to 
mention anyone in the Career Compensation Act. But certain persons 
were retired prior to that act who were not given regular retirement, 
and it is intended that they be brought in within the provisions of this 
bill so that they will be regarded as retired members and enjoy the 
same rights as other retired members of the uniformed services. 

Mr. Kiupay. I think that is proper. In some law we failed to 
include them. I don’t remember which benefits they would have 
fallen under, but the old-timers who have retired prior to that time 
did not come within the provisions; but this would take care of that. 

Commander MarkrinEAu. Yes. 

Mr. Buanprorp. Mr. Chairman, this is a very important section, 
because it. is talking about coverage. 

The committee will note that a reservist ordered for active duty for 
a period of less than 30 days is not covered. The reason for that is 
that you will immediately run into a heavy administrative cost. 
You run into the question of whether it should be voluntary or 
involuntary. And the man ordered to active duty, say, 2 weeks’ 
training duty, at a camp, is not covered by this legislation. 

It is a policy question as to whether you want to cover reservists. 
If you cover them for 2 weeks you must also consider the question 
of whether you want to cover them when they are taking a 2-day 
training tour, or where they are on active duty in an armory for one 
night, and the ceiling caves in. All those things are points to be 
considered: 
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One of the purposes of the act is to keep it administratively as 
simple as possible, of course. I don’t know what the attitude of the 
Reserves would be as to whether or not they felt they should be 
covered when on active duty in training for periods of, say, more than 
48 hours, or something of that nature. But you have a question of 
deduction when you go into that. You have a serious administrative 
problem. The cost goes up when you try to take out one-fifteentb, for 
example, of a man’s monthly contribution to the fund. 

We may as well face the situation that the bill does not include 
service op active duty for less than 30 days, and also you have the 
question of whether or not the man on temporary retired list should be 
considered a man on active duty. 

Mr. Kixupay. He is something. 

Mr. Buanprorp. He is retired. If he is on the temporary retired 
list should his widow be entitled to 25 percent of his basic pay, or 
should he have to go on the temporary retired list and take a reduction 
in his temporary disability retired pay, so that his widow would be 
assured of 50 percent of his retired pay? 

We guarantee them 50 percent retired pay unless they are retired 
with more. We guarantee them a minimum of 50 percent until such 
time as the final determination is made. I won't go into that at this 
time. 

Commander Martineau. I would like to add to what Mr. Bland- 
ford has said, Mr. Chairman, that the particular Reserve grou» he 
was referring to, namely, those serving on active duty for periods of 
less than 30 days, are covered under fF. E. C. A., under present law. 
The reservist who comes to active duty for a period of less than 30 
days, is in nearly every case a person who is perfor niig duty of a 
temporary nature, that is, training duty, and it can be safely assumed 
that he has another occupation; he 1s leadrig his services to the 
armed services for training duty, but for the person serviag an 
extended active duty, be he Regular or Reserve, it can only be assumed 
that his military pay becomes his priscinal for n of tacome because 
he can’t hold another job. That is why the bill is ai ned to cover 
that group. Whereas, it does not cover the reservist who is merely 
coming to duty for a short period of traiiisg of less than 30 days. 

Mr. Kitpay. That would coiacide with other bene.its, would.’t it? 

Commander Martineau. That is right, sir. 

Mr. Kitpay. Retirement and things of that ki id? 

Commander Martineau: That reservist who is comiig to active 
duty for a period of less than 30 days is de:initely covered uider other 
provisions of law, he is covered under F. FE. C. A., under other retire- 
ment provisions open to the armed services wider Puolic Law 108. 

Mr. Kitpay. But ever since Public Law 108 of the Seveaty-sixth 
Congress that has been your distinction, to call to active duty for 
more or less than 30 days? 

Commander Martineau. That is correct. 

Mr. Kitpay. This would be uniform as to other beneiAts? 

Commander Martineau. This is entirely coasisteat with those 
concepts, sir. 

Mr. Harpy. Are the reservists called to active duty for more thaa 
30 days also covered under F. E. C. A.? 

Mr. Kitpay. We covered that before you cane ia, I thiak, Mr. 
Hardy. Some are covered under present law aid some are.’t. 
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Mr. Harpy. My point is this: Does the bill in some other sections 
take care of that situation and put them all on an equal basis? 

Mr. Buanprorp. No, sir; it does not. 

Commander Martineau. This bill is not intended to amend any 
provision of existing law as it exists, other existing benefits. 

Mr. BLanpFrorp. I have an amendment prepared. 

Mr. Harpy. I think that should be taken care of. I should see 
little point in having some people covered under two or three different 
statutes, and others not. 

Mr. BLanprorp. I might answer that question in this way, Mr. 
Hardy. When I discussed it with the Department they felt it was 
not their business to attempt to extend or take away from anybody 
existing benefits; that that was a question of policy for the Congress. 

Mr. Harpy. I think it is our business to look at it, and I don’t see 
why we should add on benefits, and pyramid them. I think if we are 
going to provide this type of protection then we ought to reduce the 
duplicating protections, under the statute. 

Mr. Buanprorp. I have an amendment to take care of that very 
situation, Mr. Hardy. 

Mr. Kitpay. We have gone into that, and it is a matter that we 
will have to consider in connection with this. As to the pyramiding, 
it has been brought out that the Federal Compensation Act provides 
it shall not be available to any person entitled to benefits under other 
law. But we will have to check all of that. 

Mr. Harpy. Yes. 

Commander Martineau. To continue, Mr. Chairman—— 

Mr. Buanprorp. I might mention one other feature, while on the 
subject: This bill does apply to the men entitled to retirement pay 
under Public Law 810; that is, the reservist. I think the departments 
ought to go on record on that and remove that doubt from anyone’s 
mind, that the law does apply to the reservist drawing retirement pay, 
or entitled to draw it, under Public Law 810; that is, title 3 of that law. 
A reservist can take retirement pay, and his widow can be guaranteed 
continuation of his retirement pay after his death by taking a reduction 
in his retirement pay. 

Mr. Kitpay. Now you are going to the temporary list. I want vou 
to first tell us the difference in benefits between a man on the temporary 
retirement list and the one permanently retired. 

Commander Martineau. A person who has been declared disabled 
on active duty comes up for determination. Under present law con- 
tained in the Career Compensation Act, as you pointed out, Mr. 
Chairman, there has been set up a new category, namely, the tempor- 
ary disability retired list. The reason for that is that it is so difficult 
in nearly every case to determine the permanent state, physical status, 
of a man up for physical disability consideration. Therefore, to allow 
a period of time whereby that disability could be more accurately 
determined, the services are now authorized to place him on the 
temporary disability retired list for a period not to exceed 5 years, 
during which time he is subject to periodical physical examinations. 
If he recovers from the disability he can be restored to his former 
active status, or if he is not, if his disability continues, and it is seen 
that it is going to be permanent, and he is not otherwise entitled to 
permanent retirement, he can be severed and given a severance pay, 
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severed from his connection with the armed services, or he can be 
permanently retired and his status fixed forever after. 

A person going on the temporary disability retired list receives a 
form of retired pay which can be based either upon his longevity, his 
period of service, or the percentage of his disability as determined at 
that time, whichever is the greater. 

Mr. Blandford has pointed out that there is a minimum fixed in there 
of 50 percent. That is, his pay is recomputed at the time that he is 
ready—they are ready to place him, if he is so eligible, on the perma- 
nently disability retired list. Then his physical status is redetermined, 
and if his disability has increased, or has lessened, his final retired pay 
is determined upon the degree of his disability at the time that he is 
taken off of the temporary disability list and put on the permanent list. 

Mr. Kiipay. While on the temporary list he can get no less than 
50 percent? 

Commander Martineau. That is correct. 

Mr. Kriipay. Should he be, within the 5 years, determined to be 
permanently disabled, he would draw only the percentage of his 
disability as determined by the Veterans’ Administration, or years of 
service? 

Commander Martineau. Yes. 

Mr. Kiupay. How low could that percentage go? 

Commander Martineau. Thirty percent. 

Mr. Kitpay. So he could go down from 50 to 30 percent on being 
transferred to the permanent retired list? 

Commander Martineau. That is correct. 

Mr. Buanprorp. If he dies in the meantime, with a permanent 30- 
percent disability, before that determination is made, he dies, his 
widow is that much better off, speaking purely financially. 

I think, Mr. Chairman, that perhaps there is an error here that we 
shall have to correct. That is on page 3, line 3 and line 4, referring to 
a man on the temporary. disability retired list of a uniformed service 
placed on such list by reason of a disability incurred while on active 
duty in excess of 30 days. It is possible for a reserve to be injured in 
training duty the first day he is on active duty, even for 2 days of 
training duty. I don’t think it was the intention of the drafters to 
preclude that man from the same benefits that he would otherwise get. 

Captain Hoyr. It is consistent with the 30 days. 

Mr. BLanprorp. You are placing a man on the temporary dis- 
ability retired 

Captain Hoyt. He is covered under the provisions of law. He is 
covered under 108, F. EF. C. A. 

Mr. BLanprorp. What you are saying is that this man, if he dies on 
the temporary disability retired list, of any cause, is not entitled to 
survivor benefits. 

Commander Martineau. Under this bill, that is correct; he is not 
covered. He is not covered at any time. If he lives he is not covered. 
His widow has recourse. 

Mr. Buanprorp. As soon as he goes on the permanent retired list 
he is covered. 

Captain Hoyr. No. 

Commander Martineau. I suggest, Mr. Chairman, that we keep 
that point in mind. 
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Mr. Kitpay. We will do that. What I want now is the distinction 
between the benefits received by a survivor under our proposal here 
if on the temporary retired list, or if on the permanent retired list. 
\\ hat is the difference in the survivor benefits under this bill? 

Commander Martineau. Under the bill if a man who has been 
disabled on active duty, having served under orders of active duty of 
30 days or more, if he is placed upon temporary disability retired list, 
and his pay on the temporary disability retired list is computed 
according to the method I have outlined, if that man dies while he is 
on temporary disability retired list he is regarded as an active member 
under the provisions of this bill, and his widow will receive the 25 
percent annuity rather than the retired annuity. 

Of course, the deductions made from his temporary disability 
retired pay while he is alive are based upon his being an active member 
in the rank that he was holding at the time. Now, if he is a reservist 
who becomes disabled while serving on active duty for a period of 
less than 30 days, and goes to the temporary disability retired list, 
as Mr. Blandford poimted out, if that individual dies he is not regarded 
as an active member under this bill. 

For a person who leaves the temporary disability retired list and 
becomes permanently retired, he no longer is an active member under 
this bill, and then he is authorized to make an election at the time he 
commences to receive his permanent retired pay, he then elects whether 
or not he wants his widow to receive an annuity in the event that he 
predeceases her, and if he does make that election, then an actuarial 
equivalent deduction is made from his retired pay to provide that 
annuity. 

i-oes that answer your guestion, sir? 

Mr. Kintpay. Yes; but I don’t understand it. 

Mr. BLanprorp. Let me try to state it. 

Let us take this as an illustration: Let us say a man’s basic pay is 
$400 a month. He is placed on the temporary disability retired list. 
| eis entitled to $200 a month retired pay while he is on the temporary 
disavility retired list. While on the temporary disability retired list 
he dies. b.is widow would be entitled to $100 a month, or 25 percent 
of his basic pay for the rest of her life or until she remarries. 

\ow, to that you must take into consideration the added factor. 
1 ach child is entitled to $360 a year, which is not true of the retired 
member. So that to that you have to add any amount that the widow 
would be entitled to for any children. When that man goes on the 
retired list, let’s say he goes on again at 50 percent, permanently 
retired, he is now drawing $200 a month retired pay, to assure his 
wife of one-half of his retired pay he may have to take a 10-percent 
reduction in his retired pay to carry that amount along. So that 
iastead of drawing $200 a month retired pay he only draws $180 a 
month retired pay, and if he dies, having made his election to continue 
that Lene:.t to his widow, his widow will draw $100 a month, based 
upon the amount he would be entitled to. The widow draws $100 a 
month for the rest of her life, the way the bill is now drawn, the rest 
of her life, regardless of any intervening factor, but no benefit for any 
childre 1. 

That is the situation. ‘The amounts depending, of course, upon the 
degree of disability. 
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I have used 50 percent in each instance. If you found that the 
man on the retired list was 70-percent disabled he would be drawing 
$280 a month. And then when he died, while on the temporary dis- 
ability retired list, his widow would be only entitled to 25 percent of 
$400, or $100 a month, and after he went to the retired list would be 
entitled to one-half of $280, which would be $140 a month. 

It may be to her advantage sometimes to have him considered an 
active member. It may be to her disadvantage at times, depending 
upon the degree of disability. 

Mr. Harpy. I didn’t understand the comments about the actuarial 
determination of what her annuity would be. 

Mr. BLANnpForD. It has to vary according to the age of the widow. 

Mr. Harpy. That is what you were getting at by your illustration. 

Mr. Buanprorp. Yes. It will vary from a healthy reduction in 
the man’s retired pay, to a very small amount. 

Mr. Harpy. That is what I wanted. 

Mr. Buanprorp. Each case would have to be figured by itself. 
The amount of reduction from the man’s retired pay will change. 
The benefits will remain the same. 

Mr. Harpy. Yes. 

Mr. Gavin. Mr. Chairman, may I say something there? 

Mr. Kiupay. Mr. Gavin, yes. 

Mr. Gavin. On that point, while on active duty, in excess of 30 
days, that is not quite clear to me. Why restrict it to 30 days before 
taking action on the case? Suppose a man goes into the service, he 
may run into difficulty within a week, he may be permanently and 
totally disabled. 

Commander MartinrEAvu. His case would be determined according 
to the nature of his orders. It is possible for a reservist to be ordered, 
to receive a set of orders to extend active duty for a period of in 
excess of 30 days, or for an indefinite period. He might be killed 
the day he received those orders. 

Mr. Gavin. Right. 

Commander Martineau. He is covered according to the way the 
orders are written. He isn’t required to have actually served 30 
days. It is according to the nature of his orders. 

Mr. Gavin. While on active duty in excess of 30 days. I would 
say that is quite specific. 

Mr. Buanprorp. You are referring to page 3? 

Mr. Gavin. Yes. 

Mr. BLanpForp. On page 2, at the bottom, you will see the term 
“retired member,” a member of a Reserve component of the uniformed 
service who is called or ordered to extended active duty for a period in 
excess of 30 days is considered to be an active member. Therefore, 
there will be a deduction made from his pay to sustain this fund, and 
his widow will be entitled to any benefit as any other active duty 
member. 

Mr. Gavin. From the time he goes on active duty is he covered? 

Commander Marrinrav. He is covered from the day he gets his 
orders and starts his duties. As long as he is covered he is referred 
to as on active duty in excess of 30 days. If he is going on 2 weeks’ 
training duty he is not covered. 
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Mr. Kitpay. It may be that the language in 3 (c), instead of saying 
“imeurred while on active duty in excess of 30 days,’”’ should be 
clarified. 

Commander Martineau. I see your point; yes, sir. 

Mr. Kiipay. To prevent any question about it. 

Commander Martineau. Yes; I agree, Mr. Chairman. 

Mr. Kinpay. To determine whether we are just considering an 
academic question or not I would like very much for each of the serv- 
ices to furnish us with the number of men placed on the temporary 
retired list and on the permanently retired list since the effective 
date of the Career Compensation Act. I have no idea what that may 
be now, but the last time we looked at it it appeared as if the temporary 
retired list was being used very little, if at all. 

Mr. BLanprorp. It depends upon what service vou refer to, sir. 

Mr. Kitpay. That is why I wanted it. As to the number placed 
on the permanent retired list and the temporary retired list, since the 
date of the Career Compensation Act. I would like that for the record. 

Commander Martineau. I might add there, Mr. Chairman, that 
the reason that we have covered as an active member this individual 
who has been placed upon the temporary disability retired list, why 
we have regarded him as an active member for this purpose of this 
bill, is because his status while on that temporary disability retired 
list is undetermjned, that is why he was put on. 

Mr. Kitpay. He is a special category, and a rather new one on 
whom we have very little experience. As I said before, he is some- 
thing. Either an active list or retired list. And it occurs to me, 
offhand, if you should consider him as being on the retired list you 
would run into complications in connection with other laws, returning 
him to active duty, and things of that kind. 

Commander Martineau. That is right, sir. 

Mr. Kimpay. I think to be consistent it may be that you would 
have to carry him as an active duty member in order not to infringe 
on other provisions of law. 

Mr. Buanprorp. With respect to using the word “granted,” Mr. 
Chairman, may I raise the point that throughout the bill you say the 
term ‘retired member’? means a member or former member granted or 
retired on retired pay. We have also run into that situation with the 
dual-compensation Jaws, and may want to change that word to 
“entitled to.” 

Captain Hoyt may have some comment on that. 

Commander Martineau. I have taken that point up with the 
drafters and they say ‘‘granted”’ is a better word because he is granted 
it when he is retired, he is granted it, he is entitled to so much retired 
pay; but under the Dual Compensation Act he may then commence 
to occupy another Federal job, where he is not entitled to receive his 
retired pay. So the drafters seem to think that “granted’’ is still a 
better word. 

Mr. BLanprorp. If it is clear in the record that the very fact that 
the man has been granted retired pay, and chooses to waive it while 
employed by the Federal Government, does not preclude him from 
the benefits of this act, why, there is no problem. The record should 
be clear. We have had that trouble. 

Mr. Kinpay. He should not be precluded. 

Commander Marrirneau. He should not be precluded. 
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Mr. Kitpay. The basis of this is that he has paid for it, and should 
be entitled to receive it. 

Commander Martineau. That is right. 

Mr. Havenner. Could a man be entitled to receive benefits without 
having been granted? 

Commander Martineau. No, sir. 

Mr. Havenner. Could not? 

Commander Martineau. No, sir. 

Mr. BuanpForp. I would hesitate to answer that question, Mr. 
Havenner, without studying it closely. 

Commander Martineau. He is not entitled to receive any retired 
benefits, Mr. Havenner, until there has been a determination made in 
his case, and the determination has been made. 

Mr. Havenner. The determination is a grant, is it? 

Commander Martineau. Then they grant it, upon the favorable 
determination. 

Mr. Kixipay. We have some automatic benefits? Let us take a man 
who served in World War I, and upon retirement he is entitled to 75 
percent. That is automatic, is it? 

Commander Martineau. Yes, sir; but there still has to be a deter- 
mination in his case whereby they can determine whether or not he is 
eligible, whether or not he did serve in World War I, and then that 
being completed they grant him whatever pay he is entitled to under 
the law. 

Mr. Kitpay. Then there is another special provision with reference 
to persons retired under section 24 (b) of the National Defense Act. 
I don’t believe that affected the Navy. 

Mr. BLaNnpForp. No, sir; just Army. 

Mr. Kitpay. Army and scme Air Force men who served in World 
War I, even though retired under section 24 (b), are entitled to 75 
percent. Those are all within the provisions of granted retirement? 

Commander MartTINEAU. Yes, sir. 

Mr. Harpy. I have heard of many cases where they might have 
been entitled to it but they had a terrible time getting it granted. 
But I believe your position would be that until that determination 
is made they are still not entitled; is that right? 

Commander Martineau. Technically speaking, that is correct; 
ves, sir. They may feel they are entitled, and may be entitled to 
it, but it hasn’t been determined in their favor vet; therefore, it has 
not been granted to them, until an official determination is made and 
the department concerned considers they are entitled to it under the 
law. 

Mr. Harpy. I suppose you can find many people that argue they 
are entitled to it but don’t get it? ) 

Commander Martinrav. I think the important thing is, as Mr. 
Blandford pointed out, as long as it is clear that it is the intent of 
the committee and the Congress, that whatever word we use is not 
intended to preclude any person, any retired person who is drawing 
or entitled to draw retired pay. 

Mr. Kitpay. Of course, the category to which Mr. Hardy refers 
now has a statutory procedure for the determination of the entitle- 
ment, or the granting either under the GI bill of rights, to the Dis- 
charge Review Board, or to the Correction of Military Records, under 
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the Legislative Reorganization Act, there being statutory provisions: 
for that determination. I don’t think that we will run into difficulty. 

Mr. BLANpForD. That raises a good point. That entitled them to 
it, but doesn’t grant them anything. While entitled to it there is no 
authority to grant them retired pay. 

Mr. Harpy. Couldn’t you run into a situation where a man might 
be entitled to it and he might die before the determination is made? 
Are they going to get retired pay retroactively? 

Mr. Buanprorp. We have a bill before the committee to correct 
similar situations. The Board for the Correction of Military Records 
has the authority to award a man entitlement to retired pay, but the 
Conptroller General has held, in the absence of further statutory 
language, that there is no authority to pay that man any retired pay. 

Mr. Harpy. It seems to me that that question might come into 
play in certain circumstances. 

Mr. BLanprorp. It would come up in this case. It might well be 
retroactive 20 years from now. It might be held that that man 
was entitled to be retired, and that had he made an election, of 
course, then the question comes up would he have made the election 
to take a reduced amount of retired pay had he been alive at that 
time. 

Mr. Kiupay. I think we can be thinking about whether it should 
be “entitled’”’ or “granted’”’ before we get to the final drafting. 

Let us go ahead. 

Commander Martineau. The term “retired member’ covers one 
more important category of personnel, Mr. Chairman. It covers 
the fleet and Marine Corps reservist who has been granted retainer 
pay with credit for 16 or more years of service. Subsection 2 (e) 
simply covers the term “widow” and ‘“‘widower.”’ 

Subsection 2 (f) states that the term “Board,” as used in the bill, 
will be the Board as described later in section 16 of this bill. 

Subsection 2 (g) defines the term “child.” 

Mr. HaveNNER. May I ask a question, Mr. Chairman? 

Mr. Kiupay. I was going to suggest that we go through these 
dependents all at one time. That would take us down to subsection 3. 

Mr. Havenner. I just want to ask a legal question about the term 
“widow.” 

Is there a distinction between “widow” and ‘widower,’ so far as 
dependency is concerned? 

Commander Martineau. Not under this bill, sir. 

Mr. Havenner. Is there any in law, generally? 

Commander Martineau. Usually under other provisions of a bill 
where it involves a benefit to be granted by the Government there is 
a distinction made in the term “widower,” and it is granted to the 
widower only where it is demonstrated that he was in fact dependent 
upon the widow for support due to certain incapabilities of his, and 
it is so defined in the Career Compensation Act. 

Mr. Havenner. Would that be true under this act? 

Commander Martinnavu. No, sir; because this is something that 
either the widow or the widower concerned has paid for. 

To proceed, then, sir, the term ‘child,’ as used in this bill, is to 
include a legitimate child, a stepchild who is dependent upon the 
member at the time of the member’s death, and an adopted child. 
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Mr. Harpy. And someone will offer an amendment to include 
illegitimate children. 

Mr. Kiupay. Yes. But I don’t think it has ever been passed. 

Mr. Harpy. No. 

Commander Martineau. For a child to be a beneficiary under the 
terms of this bill the child must be under the age of 18 and be unmar- 
ried, except for a child who is incapable of self-support because of 
mental or physical defects that existed prior to his attaining the age 
of 18, and was in fact dependent upon the member for at least half 
of his support. 

Mr. Kiupay. Is that in accord with the Career Compensation Act? 

Commander MartInrAv. Yes, sir. 

Mr. BLANpForRD. Yes, sir; copied right from it. 

Mr. Kiipay. Let us not argue that out any more, then. 

Commander Martineau. The defective child under this bill who 
is incapable of self-support for such deficiencies, must also be un- 
married. If either he or she becomes married then he or she is no 
longer eligible for the benefits. 

There is another exception granted; the normal child who is over 
age 18 will be considered a beneficiary as a child under this bill until 
he or she reaches the age of 21 and remains unmarried, providing that 
he is pursuing a course of study in an institution of learning, under 
regulations prescribed by the board. 

Mr. BLanprorp. That is a matter, Mr. Chairman, that the com- 
mittee might want to study carefully. There you are giving an added 
advantage to the widow who decides to send her son or daughter to 
college. There may be some question as to the actuarial soundness 
of that in this respect, that everybody is paying the same amount, 
if they are of the same grade, and yet one widow will be drawing $360, 
or perhaps $720 a year more, for a period of 3 years, if she decides to 
send her son and daughter to college. 

Mr. Kiupay. If the board decides? 

Mr. Buanprorp. If the boy or girl goes to college the fund is being 
taxed for $360 or $725 more for a period of 3 years. Suppose the next 
widow decides that she hasn’t got enough money to send a child to 
college. As a result she loses that child as a beneficiary 3 years 
sooner than the widow who could afford to send the boy to college. 

It is something that the committee may want to give consideration 
to. It seems to me there is one point that we have covered from the 
Career Compensation Act which doesn’t quite seem to fit into the 
actuarial soundness of the whole program. 

Mr. Harpy. It is complicated to a somewhat similar degree in 
inequity, and that is why I presume you are talking about here, as 
between those who have no children and those who do have children. 

Mr. BuanpForp. That is right. Of course, we take public policy 
as the controlling factor for the family with children. 

Mr. Krupay. On public policy isn’t it established that there is a 
distinction between » gratuity and something that is paid for? 

Mr. BLanpForp. Oh, yes. 

Mr. Kitpay. That is pretty well established. In Veterans’ Ad- 
ministration, on questions of insurance, pensions, or compensation, 
there is a distinction. Now, in some of those benefits is it not pro- 
vided that the child is still provided to the increased compensation 
while attending school, even though over the age? 
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Commander Martineau. Under all Veterans’ Administration it is 
so provided. 

Mr. BLuanpForb. Those are gratuities. 

Mr. Kitpay. Which way does that affect it, up or down? 

Mr. BLanprorp. I think with the paid-in policy you are dealing 
with a different subject entirely than a gratuity. It may be well 
and good for the Federal Government to be very liberal with the 
educational program and want to sponsor education, but there you 
are dealing with a private and a general, all contributing something 
toward a fund to sustain people who have beneficiaries, or who may 
have young mouths to feed. You are saying to one widow, “If you 
send your children to college we will not take your boy out of this 
fund, to which everybody is contributing, for an additional 3 years,”’ 
and to the other you are saying “Your son or daughter cannot go to 
college’; therefore “at the end of 18 years we stop paying you.” 

Whether public policy should come in on an individual annuity 
program is something to consider. 

Mr. Harpy. You have in fact a gratuity, out of this fund, because 
you don’t change your rates by virtue of the fact that one man has 
more children than another, nor do you change your rate because one 
will send his children to college and the other will not. 

Mr. BLanprorp. That is correct. 

Mr. Harpy. So this whole dependency proposition beyond the one 
dependent is in effect a gratuity from the fund. 

Mr. Buanprorp. As I| say, your public policy, with respect to 
children, is one thing; public policy with respect to educating children 
from a private fund is something else. I think it is reasonable to 
assume that the people contributing to the fund would have no objec- 
tion to giving greater benefits to the widow with children than to the 
widow without children. I think the people contributing to the fund 
might question the generosity involved in contributing additional 
amounts to the widow who is going to send her children to college. 
Like Mr. Hardy I don’t see where you have too much distinction. 
One family elects to have children, the other elects to have none, or 
one family elects to have one child, the other elects to have three. 
They all pay the same thing. 

Commander Martineau. Mr. Chairman, I should like to add this 
point, that this bill basically would set up a form of group insurance 
whereby the people in the group are banding together and making 
certain payments to take care of their own, to take care of the other 
people in the group, and it is assumed that one of the objectives is to 
provide for those dependents in as good a manner as can be done 
under the payments that can be made; and it is also assumed that it is 
at least the ambition and desire of practically every American family 
to provide adequate education to their children, and it is assumed 
that it is the wish and the desire of the persons participating in this 
plan to so provide for the dependent children continuing in school to 
complete their education. 

[ personally don’t think that there would be any objection from 
any participating member to such payment. 

Mr. Kitpay. This would be a matter that would probably be under 
constant review by the Board because it might, from an actuarial 
standpoint, affect the contribution. 

Commander Martineau. It would be under constant study. 
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Mr. Kiupay. Based upon experience, to what extent the fund is 
charged because of the child over 18, and under 21, pursuing an 
education. 

Commander Martineau. I might say there has been a factor 
allowed in the computation of these rates for this child over 18 who 
is going to continue his education until age 21. <A factor has been 
allowed. 

Mr. Kixpay. I think we can proceed to the next category, Com- 
mander. 

Commander Martineau. Subsecticn 2 (H) defines the terms 
‘father’ and ‘mother,’ as used in the bill, to mean a natural parent 
or one by adoption, or an existing or former stepparent who stood in 
loco parentis to the member concerned for a period of not less than 5 
years while such member was under 18 years of age. 

Mr. Buanprorp. Mr. Chairman, may I raise the point here, a point 
not covered, that the member who has stood in loco parentis to, say, 
a kid brother or sister, that the committee may want to consider that, 
since that person is not covered in this bill. Suppose two children 
are orphaned, and one goes into the service. Maybe there is an age 
spread of 18 years. The man in the service continues to support 
his kid brother, we will say. He is standing in loco parentis to that 
child. That is not covered in this bill. 

Mr. Kiupay. I doubt if it should be. 

Mr. BLanpForpb. We have a bill, which has been scheduled for hear- 
ing, I believe, to amend the death gratuity statute in that very 
manner. It has been approved by the Department. 

Mr. Havenner. Would the definition include an unmarried parent? 

Commander Martineau. I would. He is a natural parent. 

Mr. Kiupay. What was that? I didn’t get that question. 

Commander Martineau. Mr. Havenner asked if the definition 
that we have set down includes an unmarried parent. And I replied 
that it did. 

Subsection 2 (i) defines the term “Basic pay” as used in the bill. 

The first four categories listed there, it covers all other forms of 
pay that are not covered by the Career Compensation Act. 

Subsection 2 (i) (5) then includes all others who are paid under 
the Career Compensation Act. 

Section 3 (a) prescribes the annuities that would be paid to the 
widow and the children of an active member who dies while serving 
on active service, and it provides that to the widow will be paid an 
annuity equal to 25 percent of the annual active duty basic pay that 
the member was receiving at the time of his death, that annuity to be 
paid in monthly installments to the widow until the time of her death 
or until the time of her remarriage, whichever is sooner. And to 
each dependent child there will be paid in addition to the widow's 
annuity the sum of $360 annually, not to exceed a total of $900 
annually. 

Subsection 3 (b)—— 

Mr. Kinpay. Just one second. 

There is new complication involved by the language ‘divided 
equally among such children.”’ In other words, the widow with two 
or three children, let us say, under this provision, would guardianship 
be necessary in order to collect for those children? Rather than pay- 
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ing it in a lump-sum to the surviving widow for the benefit of the 
family group? 

Commander Martineau. That, of course, would be covered under 
regulations of the Board, sir, and T believe that the Board would pay 
the money to the guardian of the child. 

Mr. Kizpay. I doubt if the Board could do it. I don’t know 
whether this language means it. But if it should be, if this language 
should be construed as something to which a minor child is entitled 
to, rather than as something to which the mother is entitled to for 
the purpose of maintenance of the child; in other words, if it is granted 
by law to the child to become part of the child’s estate, extensive 
guardianship proceedings might be necessary. I just throw that out. 
I think everybody would be agreed that it should be given to the 
mother for that purpose rather than complicating it with a court 
proceeding. 

Mr. HavenNER. How are those amounts arrived at? 

Captain Hoyt. 360? That was a matter of some study. You 
cannot support a child on $30 a month, I don’t think. But the 
Veterans’ give $30 a month. As this bill was designed to supplement 
existing benefits, the Veterans’ gave $30, and $30 and $30 is $60, and 
you can just about feed a kid on that. Also we couldn’t go too far. 
You have got a top limit of the pay a man is receiving. You can’t 
have the benefits exceed the active-duty pay. If you did, you might 
provide one of those incentives the chairman was speaking of earlier. 

Commander Martineau. Subsection 3 (b) prescribes the annuity 
that will be paid to children in the event there is no surviving widow, 
or should the surviving widow die before her remarriage, in which case 
to the single child, the single then-orphaned child, would be paid the 
25-percent annuity that would have been paid had there been a 
widow; and for each additional child will be paid the same annual 
sum of $360, not to exceed a total of $900. This total annuity is to be 
divided equally among all children eligibile for the benefit under the 
terms of the bill. 

Section 3 (c) prescribes the manner in which the child’s annuity 
will be terminated; namely, upon his attaining age—— 

Mr. Kitpay. Before we get to that, Commander, in that subsection 
(b) it goes a little further; it might be an additional charge on the 
fund——-may it not—because the annuity payable under this subsec- 
tion shall in no event be less than the annuity to which a child or 
children would be entitled were the widow living? 

Commander Martineau. The purpose of that, Mr. Chairman, is 
to provide an adequate sum, say, to the child of a seaman or private, 
whose 25-percent annuity is less than the $30 that the child would 
normally be entitled to. In other words, if there was a widow and 
one child of a seaman, or private, the widow would be entitled to 25 
percent of his pay, which would be $18.75. The child would be 
entitled to $30.a month. And then if the widow should die and leave 
the orphaned child, if it were not otherwise provided for, that single 
child would be entitled to receive only the benefit that the widow was 
entitled to—namely, $18.75—and we wanted to fix a minimum there 
for a child of $30 a month. 

Mr. Kinpay. | think that is right. Go right ahead. 

Commander Martineau. Subsection 3 (c) sets forth the manner 
for terminating the child’s annuity, that to be upon his attaining the 
age of 18, his marriage, or his death, whichever occurs first. 
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In the case of defective children, who are incapable of self-support, 
as I have pointed out recently, the annuity will be paid upon his 
death, his marriage, or recovery from the defect, whichever occurs 
first. 

For those children who are entitled to receive a continuing annuity 
after age 18 because they are following a prescribed course of study, 
that annuity will be terminated upon that child’s death, his marriage, 
or his ceasing the course of study, and upon attaining the age of 21. 
whichever occurs first. 

It is also provided that whenever a child’s annuity is terminated 
under a condition of section 3 the annuity for any other remaining 
children will be based—that they are entitled to receive—is based 
upon the service of the same active member, that the annuity will be 
recomputed and thereafter paid as though the child whose annuity is 
terminated had not survived the member. 

Take a widow and four children. The widow dies, and then the 
sum paid to those children will be 25 percent plus $900. Then one 
child ceases to become eligible. Then there is 25 percent plus $720. 
That sum is to be recomputed and divided equaily among the remain- 
ing eligible children as though the one whose eligibility has terminated 
had never existed or had not survived the member’s death. There 
will be a recomputation as each child comes up to termination of the 
annuity, or are no longer eligible. 

Mr. Kinpay. So that the over-all would be relative—-that is, the 
over-all for the family group? 

Commander Martineau. That is right, sir. 

Mr. Havennenr. Is this standard practice, to fix the age at 18? 

Commander Martineau. That has been the standard, sir. It is 
set forth in the Career Compensation Act and in the Veterans Regu- 
lations. 

Mr. HAvENNER. Have there been any widespread protests against 
it? 

Commander Martineau. Not to my knowledge, sir. 

Mr. Kinpay. Go right ahead. 

Commander MarTINEAU. Section 4 of the bill provides the condi- 
tions under which an annuity may be paid to dependent parents. 

First, in order for a dependent parent to receive this annuity, the 
bill requires that the niember has left no surviving widow or dependent 
child, and that the surviving parent was in fact dependent upon the 
member at the time of his death for at least 50-percent support. If 
those conditions are met, the parent or parents may receive the 25- 
percent annuity prescribed otherwise for the widow. Where both 
parents are declared dependents, that annuity is to be divided equally 
between them. And when one parent subsequently dies the surviving 
parent to be paid the full amount of 25-percent annuity. 

Mr. Kinpay. Now, I don’t remember just what has happened to 
the provisions of the Career Compensation Act about maintaining 
a home, and so forth—— 

Mr. Buanprorp. That is out until April 30, 1953. 

Mr. Kitpay. In no event is this affected by that provision presently 
suspended? In other words, the full definition of the dependent parent 
is included in this law? 

Mr. Buanprorp. No, sir; we don’t require in this law actual resi- 
dence. The residence would not come into it from the quarters view- 
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point at this point. We still require 50 percent dependency, however. 
The parent must be dependent upon the member for over 50 percent 
of their support. But the residence requirements are not there. 

Mr. Kitpay. The provisions for qualifying are full and complete 
here, and are not affected by reference to any other law? 

Commander Martineau. No, sir. 

Mr. Kinpay. Or to any finding by the Department, the Comptroller 
General, whoever at the time has the power to determine dependency, 
it is determined by this law and by the Board of Governors set-up? 

Commander MarTINEAuv. Yes, sir. It is intended that this stand 
entirely on its own feet. 

Mr. Kitpay. | want that clear in the record. 

Commander MARTINEAU. Yes, sir. 

Subsection 

Mr. BLanprorp. There is one point, Mr. Chairman, that might 
make a difference in the fund, and that is that a surviving father or 
mother is apparently entitled ‘to this payment, even though the sur- 
viving father, or surviving mother, may remarry. The committee 
may want to consider putting in the same provision that the surviving 
parent who remarries will terminate her entitlement to this amount of 
money because there will probably be a good many cases of that kind. 

Mr. Kiupay. I think we will want to consider whether that is what 
we will want to do. 

Captain Hoyr. Dependency test would still be there. 

Mr. Kiitpay. What is that? 

Captain Horr. The dependency test would still be there. 

Mr. BLanprorp. Not after the entitlement goes into effect. 

Captain Hoyt. That is right. 

Mr. BLanprorp. The mother might be dependent upon the son, 
and the day after the son dies she might fall heir to $100,000,000, and 
she still gets the payment. 

Mr. Kitpay. It is determined at the time? 

Commander Martineau. Dependency is determined at the time 
of death, and not after death. 

Mr. BLanprorpb. She might remarry the butcher in the village and 
be a millionaire and still be entitled to the annuity for the rest of her 
life, even though married to a man with a sizable income. 

Commander Martineau. We can provide language for that, sir. 

Mr. Kitpay. I don’t know whether that is what we want to do or 
not. 

Mr. BLaAnprorp. You run into the same problem on the retired list, 
also. You have taken this away from the widow of the active mem- 
ber who remarries but you are not taking it away from the parent who 
remarries. I don’t know why there is a distinction. 

Mr. Kitpay. Because marriage is the distinction on which the other 
becomes payable. The original entitlement. 

Mr. Buanprorp. It was based upon that marriage. 

Mr. Kiipay. Yes. 

Mr. Buanprorp. In one case you have a case subsequent and in 
the next case you don’t. I think we should be consistent. We should 
be consistent with the three because we get into the same problem 
when we get on the retired roll. We don’t terminate the retired mem- 
ber, the wife; we don’t terminate her entitlement to this if she re- 
marries. 
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Mr. Kitpay. Of course, you have two situations which arise. The 
relatively young parent and the much older parent. 

Commander Martineau. Chances are that the young parent wasn’t 
dependent upon the member at the time of his death. The dependent 
parents are usually those of more advanced age. 

Mr. Kitpay. We are also conscious of the fact that we are still 
paying pensions to widows of Civil War veterans, you know. <A very 
young woman married a very old man. We are still paying those 
pensions. I think we pay some even further back. 

» Mr. BLanprorp. We paid the last one for the War of 1812 two 
years ago. 

~ But we should be consistent. 

' Mr. Kiupay. It is the first time it has come to mind. It is a matter 
of first impression with me. I think it is a matter that the committee 
ought to bear in mind and think about. There may be many cases 
in which you would not want to throw any block in the way of a 
marriage of an older person. Still you don’t want to create another 
Civil War pension system. You have the two horns of the dilemma. 

Commander Martineau. I suggest that we, Mr. Chairman, pre- 
pare language that will take care of the alternative for presentation 
to the committee. 

Mr. Kiipay. Suppose you and your folks, with our staff, think it 
over, while we do also, and we will give further consideration to it. 

Commander Martineau. All right, sir. 

Proceeding, then, Mr. Chairman, with section 5, there it is provided 
for the active member who is participating in this plan who dies. 
This section contains the necessary provisions for the active member 
participating in this plan who dies leaving no widow, no child, and 
no dependent parent. In that event it is provided that there shall be 
paid to his estate, or to such person as he may have designated, the 
sum of $500, or a lump sum equal to 25 percent of his annual basic 
pay at the time of his death, whichever is greater. 

Mr. Krupay. Why? 

Commander Martineau. Well, there are several reasons why, 
Mr. Chairman. In the first place, we hope and expect that there will 
be many persons in the armed services who will participate in this 
plan. Even though they do not at the time have a dependent, they 
will still want to come in and participate. In the first place, a man 
can never say with certainty when and if he is going to be married, 
when he will acquire a dependent wife; and if he is participating in 
this plan it would not require him to fill out any papers or beneficiary 
forms at the time he becomes married. His wife automatically 
becomes beneficiary in the event of his death. 

I have good reason to hold the personal opinion that the great 
majority of the men in the service, if this bill is enacted, who have no 
dependents of any kind, will still participate in this plan, and want 
to have this deduction made, so that they will be covered by it in the 
event that they do have a dependent. 

Mr. Krupay. Why $500 and not what he has paid in, or some other 
basis of computation? 

Captain Hoyr. You recall in the hearings on 8035 we had the good 
fortune of having Mr. Blagden down from Prudential Life, and he 
strongly recommended, in lieu of the refund of payments, which were 
incorporated in 8035, that we provide a flat death benefit. He said 
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that would be simpler of administration; it would give everybody who 
participated something definite and tangible to shoot at. Of course, 
you wouldn’t have to figure refunds on each individual case. And he 
said that is the common practice in the industry in other plans: to pay 
the money in the form of benefits instead of administration, and that 
it would be a better way. At that time it seemed as though in the 
committee hearing it responded rather favorably to it; so, that recom- 
mendation was incorporated in this bill. 

Mr. BuanprForp. This is a sizable sum of money, Mr. Chairman, 
for the private—E-2, E-3, E~4, just about up to E-6. That $500 
is much more than he will contribute over a 30-year period if he were 
to stay in the same grade. It is considerably less than the general 
officer would pay in over a period of 25 or 30 years. 

Mr. Kitpay. Where does the break come? 

Captain Hoyr. It will come about E-6 in the enlisted grades. 

Mr. Kitpay. That is a matter that we will have to discuss with 
the actuaries when we have them here, as to how it conforms to the 
group insurance. 

Captain Hoyt. The rates that we have set up take that into 
consideration. 

Mr. Price. It would take about 20 years for E-6. 

Mr. BLANpForp. In some instances it is a little less. It has worked 
out so actually in the vast majority of enlisted men who do not have 
a dependent they will leave in their estate a much larger sum of 
money than they would have contributed. 

Captain Hoyr. That is true. 

Mr. Bianprorp. It is the question of the officers and the higher 
enlisted men paying the load for them. 

Captain Hoyr. That is not quite correct. You have another 
limitation. You have got to look a little bit about what a man could 
buy term insurance for. In other words, this thing is divided be- 
tween the business of refund and also the business of what he could 
get similar coverage for. This is a little more expensive than term 
insurance, but no term insurance would allow him to triple or quad- 
ruple the value of bis policy without increasing his premiums which, 
of course, would happen every time a man gets a dependent. His 
policy under this law would be qudrupled overnight. 

Mr. Kixipay. Of course, in the event of that situation there has to 
be some solution, something has to be done, and this has been recom- 
mended by the departments in drafting the bill? 

Captain Hoyt. That is correct. 

Mr. Krupay. And last year, with the actuaries who appeared before 
us, and, of course, we will go back over it with them when they come 
back in—so it will be in the record. 

Commander Martineau. I might mention also that this is one of 
the points on which we expect to receive some comments from the 
Bureau of the Budget. They took the stand that they didn’t con- 
sider it was enough. 

Mr. Kiupay. I think we have reached a very good breaking off 
place. The House will be in session in 5 minutes. 

(Discussion off the record.) 

Mr. Kitpay. We will recess at this time until 10 o’clock Wednesday 
morning. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned.) 
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SURVIVOR BENEFITS LEGISLATION 





WEDNESDAY, AUGUST 22, 1951 


Hovusr or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SuRVIVOR BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met’ at 10 a. m., Hon. Paul K. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. The subcommittee will be in order. 

Commander Martineau, go right ahead. I believe you were on 
page 9. 

Commander Martineau. Page 9 of the bill; yes, Mr. Chairman. I 
believe we finished section 5 and we are about to start on section 6. 

I feel that before starting on section 6 that it might answer, in 
advance, some of the questions in your mind if I gave you a little back- 
ground as to how these deductions and the calculation of them were 
arrived at, the results of that study. So with your permission I will 
spend a couple of minutes on that. 

The general problem has been studied since the end of the war from 
a standpoint of the need of increasing in some manner or other the 
benefits that were available and could be made available to the sur- 
vivors of people dying in the service. So in attacking the problem, 
the first point to be considered was what increase in benefits would 
be necessary, what supplementary benefit should be made to existing 
law in order that these survivors may be adequately able to care 
for themselves. 

So the first point was to determine what supplementary benefit 
was necessary, and that was how they came up with the 25 percent of 
the basic pay figure for the widow, and the additional amount for 
dependent children, when they existed. Having determined that, the 
services then studied their own mortality rates and determined their 
mortality rate for each grade, mortality prediction being based upon 
service experience. Having gotten that information together, and 
having been offered the full facilities and expert assistance of the 
Prudential Life Insurance Co., those figure swere then turned over to 
their actuaries who studied them carefully and checked our service 
mortality rates with their own experience, and they graded our rates 
to some extent. 

We then had to determine the dependency status, the average 
number of dependents that could be expected in each of the grades. 
Fortunately we had some very good information due largely to studies 
made by the Hook Commission because they went, as you recall, sir, 
very extensively into the problems, and one of them was the number 
of dependents in the service families in the various grades. So we 
then came up with some average dependency statistics and turned 
those over to Prudential who studied and checked them. 
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Having gone that far, we were then able to make a firm cost esti- 
mate; that is, what would it cost to provide this benefit that we think 
is necessary to supplement those that are given by existing law. 

Then the next question was how is this going to be financed? 
How are we going to raise the money? And the answer was forth- 
coming by adopting what seemed to be by far the best method, namely, 
the group insurance principle, whereby graded deductions would be 
made from the salaries of each member of the service by the salary 
reduction plan. 

I should like to point out there that one of the guiding points in 
this whole plan is that each of the enlisted and each of the officer 
grades has been worked out so that each are self-sufficient units unto 
themselves. I can best point that out, for instance, the seamen and 
the privates do not support the sergeants and the majors. The con- 
tributions from the seamen-private group is intended to support that 
group alone, and so on up the line. 

Mr. Kitpay. You mean actuarially it works out that way; but the 
bill does not require that it be done? 

Commander Martineau. That the bill does not, but the amount 
of deduction in each grade is taken into consideration and, of course, 
it is based upon the expected number of deaths in that grade and the 
expected number of dependents in each particular grade. 

Another principle that was followed was that the deductions to be 
made should be proportionate to the individual’s pay and not neces- 
sarily tied to whatever risk might be involved that he was undergoing 
at a certain time. 

These deductions, the first deduction estimates were then further 
modified somewhat according to the predicted number of dependents 
in each grade, and then this information was turned over to the 
Treasury actuaries and again to the Prudential actuaries who checked 
all of our figures and they determined that those figures and the results 
were adequate to support the plan. 

However, they did feel that there was perhaps too small a safety 
factor in the rates at those times. 

Now, all of that information, Mr. Chairman, as you will recall, 
was done prior to the bill H. R. 8035, upon which you had hearings last 
vear. Asa result of the hearings on H. R. 8035 certain changes were 
recommended to the committee by the actuaries who testified, and 
the committee members themselves had some recommended. changes. 
Principal among those were that the—under H. R. 8035 there were 
two separate funds for the retired and active lists. They have now 
been consolidated into one single fund and an additional safety factor 
has been applied to the rates in those bills. That safety factor has 
been applied in the higher enlisted grades, in the higher commissioned 
crades. Those changes have all been incorporated into the bill that 
s now before you, and these latest changes have been checked and 
approved by actuaries of the Treasury Department and by the Social! 

That completes the background for these tables. 

\Ir. Kinpay. As an example, what is the safety factor, say, in E 
What was added? 

Commander Martineau. Nothing was added—excuse me, 25 cents 

Mr. Kitpay. It was $3? 

Commander Martineau. Yes, sir; under the old bill. 

Do you have the old bill, Captain Hoyt? 
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ti- Captain Hoyr. Yes. 
nk Mr. Buanprorp. May I suggest that we insert the figures from the 
old bill into the record at this point? 
d? Mr. Kiupay. Yes. 
h Captain Hoyt. It was 75 cents to the E-7. It was $2.50 in the old 
ly, bill, 
be I should like to correct that, if I may. 
ry Mr. Kitpay. Seventy-five cents was added? 
Captain Hoyr. Yes. 
In Mr. Kitpay. We will print for comparison purposes the two tables, 
el one following the other. 
1tO (The information referred to is as follows:) 
nd 
yn- H.R. 8035, 81st Cona. 
Lat 
Receiving b Re } 
pay plus incen pay plus nee 
’ ) Receiving basic tive pay asa tive | ther 
hi Pay grad nee only rew men bee # than as air crew 
I subn iril ember or for 
mnt auty submarine duty 
se, dil : 
$12. 00 $s 0 $14. 00 
he 0-7 10. 75 14. 2: 12. 75 
O-t 9. 25 13. 7 ] 
) Ss. OO 12. 00 10. 00 
be O-4 7.00 0. 5 Q (K 
oO 6.2 4.2 & ) 
es- 0-2 2 7.7 7.2 
O-1 Lz Pe 6.7 
Ng w-4 6.7 9. 25 8.7 
w~ 7 8. 25 7.7 
W-2 2 7.75 7.2 
el wt 1.75 7. 25 6.7 
nts Es 2. 00 2 2 2 2 
, E 1. 50 7 1.7 
the R-4 1. 25 1. FO 1 
ed : 3 50 7 
ts E-1 50 ~ 
Aviation cadet 1, 00 
Midshipm | 
ety 
all. H. R. 5169, 82d Cona 
ast 
ere I i ~o I } 
nd Pay gr meee basi ve | 
pay only A r crew 
FOS _ 
ert 
OW mi 7 
tol O r ; 
0 9.7 7 
has () & 2 } 
ed ae 7.2 1. a ) 
hat 2 8. 2 7. 50 
1 )-] { a 3 
Und W-4 f 8.7 
lal Wo 7 s.2 7 
W-1 1.7 
I 9 
( 1 15 2 
5 o 
its I ro . 
Avi on ¢ad 1.00 
Midshipme 75 1.00 
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Mr. Buanprorp. May I raise a point at this time and address thx 
question to either Commander Martineau or Captain Hoyt. It is a 
matter that will be raised time and time again—it was raised in ; 
communication that was addressed to you, Mr. Chairman—and | 
think it should be discussed at this point. 

You will note that the W~1 in the bill contributes $4.75 a month 
That is a W-1 regardless of whether he has under 2 years’ service o1 
whether he has over 30 years’ service. It makes no difference. You 
will note that the second lieutenant also contributes $4.75. 

Now, just as a comparison you have this situation: Here is a second 
lieutenant with over 10 vears of service drawing $285 a month as 
basic pay and a W-1 with over 10 vears of service drawing $232.8' 
per month, a discrepancy of fifty-odd-dollars. In the event that that 
warrant officer dies his widow would receive only $58.20 on the sami 
contribution of $4.75 and the second lieutenant’s widow would receiv: 
$71.25 on the same contribution of $4.75. I am confidant, without 
checking further, that vou will find that variation throughout thi 
schedules. It would be almost impossible to do it otherwise, to hav: 
a standard deduction. 

There may be a reasonable explanation for that, and I think it 
should appear in the record at this point. 

Captain Hoyr. May I answer that question? 

Mr. Kinpay. Yes. 

Captain Hoyr. The thing is very simple. In the first place you 
heard Commander Martineau say that each grade should support 
itself. It just so happens that the warrant officers are very much 
more highly married than the ensigns. The warrant officers run about 
92 percent married and the ensigns only run about 40 percent. There- 
fore, you have to have the money to support them. 

The second thing is that the average ensign has not 10 years’ 
service, he has only 2 years of service, so the pay on that card 
incorrect to start with. 

Mr. Buanprorp. No; it is not incorrect. As a general rule 

Captain Hoyr. Asa general rule, it does not fit. 

Mr. Kinpay. A second lieutenant and ensign with 10 years of sery- 
ie Is very rare. 

Captain Hoyr. Yes. 

Mr. BLANDForD. It is not rare today, Mr. Chairman. 

Mr. Kitpay. I was going to say except in a period of war or emer- 
gency where you have a man who has been recently commissioned 
and got credit for his enlisted service. 

Captain Hoyr. That is correct. We have more of them today than 
we normally have, but we still have not got very manv of them 
Besides, I would say the main thing about it was that the warrant 
officers are going to have the widows,’and the ensigns are not, and 
we felt each grade should support itself. 

Mr. Kitpay. Of course, on the average they are in the top grade; 
that is, they came from the enlisted personnel with long periods of 
service, they would be in the top grade, whereas the officer would be 
in his lowest grade and would be the longest man in the service. 

Captain Hoyr. That is right. 

Mr. BLanprorp. I think undoubtedly many of these people are 
going to write to the committee, particularly these warrant officers, 
who have been enlisted for 10, 12, 14 years. Here is a master sergeant, 
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with 10 years’ service, which is not an unusual situation, who draws 
$5 a month less pay than a W-—1; yet his contribution is $1.50 a month 
less than the warrant officer. On the other hand, the benefit to his 
widow is only $2 less than the warrant officers’ widow. Now, when 
you compare the $1.50 difference in contribution to the difference in 
the take that the survivor receives it is obviously completely dis- 
torted. In other words, for the $1.50 that the corporal pays his 
widow gets around $25 a month. 

Captain Hoyt. No; that is not correct, if you will excuse me for 
saving so. When you talk about actuarial comparisons you have to 
take into consideration how much money you have to pay out. 

Mr. Bruanprorp. | am talking about the man who contributes to 
this fund, and he is concerned with what comes out of his pocket. 
When he contributes $4.75 out of his pocket, and his widow is only 
going to get $2 a month more than the master sergeant with the same 
length of service who contributes $1.50 less, he is going to want to 
know the reason why. 

Captain Hoyr. As I say, the reason why is because we are trying 
to make each grade support itself. 

Mr. Kitpay. This brings up an actuarial problem, and one that 
we will have to clear up with the actuaries when they appear 

Captain Hoyr. There again the master sergeants are only 80 per- 
cent married as against 92 percent. 

Mr. Price. Usually on the retirement system you base what you 
put on the percentage of your earnings. We have a set formula 
here. 

Mr. BLaANpForp. The point I am making is that as I envision it, 
this is a joint effort on the part of all people in the services. Some 
people, by the very nature of things, are going to contribute more 
and receive less than other people in comparison. That is going to 
go very definitely into your question as to whether you want to put 
it on a voluntary or involuntary basis. 

Mr. Krtpay. We will have to get some information from the 
actuaries as to what is actually done. Some people would not get 
insurance at all if it were not for the group insurance. 

Captain Hoyr. You can say in general everybody pays the same, 
and everybody gets the same. But what we are trying to do here, 
although we have the principle of the group, no single individual 
beginning to pay for himself under this plan, he is not getting any- 
where near it. The group around him is paying for the people in his 
own group. 

Mr. Kiupay. All of that is involved in group insurance, collection 
from the employer, elimination of the expense of administration, and 
so on, all of that goes into it. 

Captain Hoyt. That is correct. 

Then there is another angle: A man may be 20, working under a 
group-insurance plan, and a man may be 50, but they both pay the 
same, although, the man of 50 is a great deal worse risk. 

Mr. Kitpay. But the group carries it? 

Captain Hoyt. That is correct. 

Mr. Kitpay. We will have to go into those things in detail with 
the actuaries and compare it to civilian group insurance. 

Captain Hoyr. There is another angle before we leave this, and 
that is in setting this thing up—this is long-range legislation, of course, 
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and we have tried to set the thing up so that we have a level percent- 
age across the board at the normal periods of service. 

Mr. Kitpay. As you say, it is long-time legislation; it is that kind 
of legislation that you cannot quit after you start it. 

Captain Hoyr. That is correct. These figures carry out for 95 
years. 

Mr. Kinpay. We are conscious of that in connection with social 
security. Once you cover a group in social security you have them 
covered; it is not something you are going to revise in the next Con- 
gress. Now, that is something that is going to have to stay there. 

Captain Hoyr. That is correct. 

Mr. BLanprorp. May I ask one question, Mr. Chairman? 

Mr. Kitpay. Yes. 

Mr. BLANprForb. I would like to ask if any consideration was given 
in drawing up these deductions to a percentage deduction rather than 
a flat dollar deduction so that the percentage would apply to the basic 
pay? That would solve the problem of the man with the unusual 
case, the man with 25 years of service who is only a second lieutenant, 
for example. Was any consideration given to that? 

Captain Hoyr. A good deal of consideration was given to that. 
That would be the normal thing to do, but it has certain disadvantages. 
You have too many varying rates of pay. We are trying to keep the 
administration of this thing as simple as possible. 

We said. that an ensign would have 2 years of service, the normal 
chief petty officer would have 16 years of service, and a colonel nor- 
mally would have 26 years of service, and we set up his rate on the 
percentage of pay that he would be drawing at that time, and you have 
a pretty level line on that basis. On the officers, it is very level; in 
the enlisted men it had to jump around a little because in the lower pay 
grades they just do not have the dependents, and if you charge them a 
level percentage rate you would be sticking them. In other words, if 
you look at the table, both bills, that the lower pay grades only charge 
50 cents a month, which is about six-tenths of 1 percent of their pay. 
The officers’ rates you will find will run around 1.45 of their pay and 
allowances. The reason we included the allowances in the officers was 
because most of them draw them, and were trying to relate the 
charges to service income. 

Mr. Price. Of course the man would not stay in that E-1 very long. 

Captain Hoyt. He stays in E-1 and E-2 about 2 years, then he 
goes up to E-3 and even there his charge is only about 1 percent of his 
basic pay under the new bill. 

Commander Martineau. The percentage of deduction to basic pay 
in the enlisted grade, Mr. Chairman, ranges from 0.66 of 1 percent, as 
Captain Hoyt pointed up, up to 1.26 percent, and it is almost a straight 
1.45 percent of all of the officers, of their pay and allowances. 

Mr. Kinpay. Go ahead with the next subsection. 

Commander MaArrineavu. Section 7 prescribes conditions under 
which active members may not be required to have deductions made 
from pay. I should like to point out here that in section 6 it is re- 
quired under this bill as now written that every active member who 
is in service at the time this bill might become enacted shall be deemed 
to consent and to agree to the deductions from pay provided in that 
section, and shall be deemed to be a participant in this plan. Section 
7 of the bill sets forth the conditions whereby certain active members 
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might not be required to have those deductions made, and that applies 
to those persons who are serving on active duty at the time this bill 
becomes enacted, who are serving under a period of obligated service 
on the effective date of the act. 

Now, while those people also would automatically be covered by 
the bill at the time that it is enacted, there is a provision allowed here 
where they can get out if they do not care to participate by submitting 
a request in writing to the head of their department within 120 days 
after the publication of regulations that would cover this act. 

Mr. Price. Those who are now in service; but anyone coming in 
service has to participate in the plan. 

Commander Martineau. That is correct, sir, under the bill as now 
written. 

By obligated service, I mean, for instance, a draftee who comes into 
service, and is required to serve a certain period of time, or an enlisted 
man who is the volunteer who comes in and ships over for an enlist- 
ment. Once he signs his papers he is obligated to serve the remainder 
of that enlistment. 

Mr. Price. Can a draftee particpate in the plan? 

Commander Martineau. The draftee who comes in after this bill 
is enacted is in; he has no chance to get out. 

Mr. Kitpay. How does this 6 (b) affect it? You started to ex- 
plain 6 (b), and then you went to section 7. 

Commander Martineau. 6 (b), that is a covering provision to 
authorize the Board to direct monthly deductions if for any reasons 
such deductions were not made. That might apply to a person who 
is in active service who is under a court-martial sentence and his pay 
is under suspension. 

Mr. Kinpay. Or in the event of error? 

Commander Marringavu. Or in the event of any error. 

Mr. Buanprorp. | would like to go into the obligated service, if I 
may, with respect, for example, to officers who graduate from ROTC 
colleges and have already agreed in writing to serve on active duty for 
2 years. Would vou consider that to be obheated service? 

Commander Martineau. Yes. 

Mr. BLanprorp. Would you consider a doctor subject to the draft 
—in other words, the inference is that he either applies for a com- 
mission or he will be drafted—would vou consider that obligated 
service? 

Commander Martineau. No. Any person, officer or enlisted, 
who is serving on active duty because he was called to serve a certain 
period of time, that is obligated service. 

Mr. BLanprorp. How about a West Point graduate who must 
serve 4 vears after graduation? 

Commander Martineau. That is obligated. 

Mr. Buanprorp. The same thing with an Annapolis man? 

Commander Marrineavu. That is correct. 

Mr. Kiipay. In other words, this is only a provision for the original 
effective date of the act? 

Commander Martineav. That is correct. 

I might say that we can easily modify these provisions and modify 
that particular aspect of it. 

Mr. Kinpay. Section 8. 
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Commander MaArtTINEAU. Section 8 prescribes the annuities that 
would be available under this bill to retired persons. 

It states that any retired member who has been granted retirement 
yr retainer pay prior to or subsequent to the effective date of this act, 
shall have an election. Under that election he shall determine whether 
or not he wants to receive a reduced amount of retired pay in order 
to provide an annuity to his widow payable after his death, that 
widow to be designated by him at the time of his election. The 
member may specify the amount of this annuity in a percentage of 
his retired pay or in dollars, but that amount cannot exceed 50 percent 
of the retired or retainer pay that he is entitled to draw. 

The widow shall be entitled to receive that annuity for the remainder 
of her lifetime. The amount of reduction in the retired or retainer 
pay is to be computed by the service concerned at the time the election 
is made, by the actuarial-equivalent method in each individual case 
and the method, the actuarial method used is required to be uniform 
for all services. 

Members retired on or after the effective date of the act may have 
| year in which to make such election, 1 year after their retirement. 

Members who have been retired prior to the effective date of the 
act may make such election within 1 vear after the effective date of the 
act. Where such a retired member is serving on active duty it shall 
not in any way affect the making of his election as prescribed in that 
section. 

Section § (b) provides that a retired member may elect, in the event 
his retired pay is subsequently increased, to provide a proportionate 
increase in the annuity by taking an increased deduction under the 
new retired pay. The new deduction and new annuity to be recom- 
puted actuarially as before. 

Section 8 (c) provides that a member may elect, in the event his 
retirement pay is decreased, to retain his original annuity or decrease 
the annuity and the amount of deduction from his pay and in such 
event he may retain the origin: l annuity regardless of whether or not 
that annuity would then exceed 50 percent of his decreased retired pay. 

Section 8 (d) provides that except as provided in section (c) above 
the election of a member to have deductions made from his retired pay 
to provide an annuity to his surviving widow once made shall be 
irrevocable, and the election is to be effective on the first day of the 
month in which the election is made. 

That covers section 8. 

Mr. Price. Briefly, in (b) and (c) you give the man a choice of 
retaining the first retirement that he set when he goes out of the service, 
and if he is called back in service he can either keep or change his 
retirement schedule? 

Commander Martineau. What that is aimed at is that if the retired 
pay itself should be reduced, say, Congress should increase the retired 
pay or reduce it, and it is Just to cover those contingencies, he can 
then recompute the annuity or he can retain it. 

Mr. Buanprorp. You will note, Mr. Chairman, that this section is 
different from the other sections in that the only survivor who is 
benefited here is the widow; there is no provision for surviving children 
and no provision for surviving parents; it is confined solely to the 
widow. 
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There is also no remarriage provision. In other words, remarriage 
does not nullify the annuity. 

Mr. Havenner. Just looking at this language here on line 11, ‘“The 
surviving widow originally designated by him” conceivably, I suppose, 
there might be a case where a man had divorced his surviving widow 
and remarried before his death. 

Commander Martineau. That is quite possible, and under this 
bill as now written, once he makes this election and designates his 
wife at that time to be his beneficiary in the event he predeceases her, 
that is a final decision except in the event the pay is raised or lowered. 
Now, if the wife predeceases him the deduction continues to be made. 
If he should again remarry following the death of his first wife the 
deduction would be continued to be made and the new wife would not 
be a beneficiary under this bill. 

That of course can be modified, as the committee desires. 

Mr. Kinpay. Is that the same as the provision for civil service 
annuities, survivors’ benefits? 

Captain Hoyr. The civil service annuity provides that an annuity 
terminate on remarriage. Other than that, it is just about the same. 

Mr. Kitpay. Why 1s the distinction made here? 

Captain Hoyr. I think originally it was made because of the fact 
that the great majority of retired people would be in the older brackets, 
and the wives would not-——I mean the chances of divorces are small and 
the wife would usually survive the retired members. Two deaths out 
of three over 50 are male deaths, and I think that is the reason. 

I might say that all of these things, as long as we stick to the 
actuarial equivalent method, any option practically can be provided. 
It just makes a difference in the deduction. In other words, this deduc- 
tion is the cheapest deduction that could be made. If you put in the 
remarriage factor it will cheapen the deduction but a cancellation 
option would increase the deduction. If vou extend it to children, 
minor children, if there be no widow, the deduction would be less; if 
vou have it to the widow and minor children, the way it is in the civil 
service, then the deduction would be greater. But any of those 
things are susceptible to mathematical treatment as long as you 
stick to the theory which this bill was based on, that the retired officer 
has a certain amount of retired pay, certain present value, and the 
deduction or the continuation of the annuity after his death was not 
to exceed the amount of retired pay to which he was entitled at the 
time he died. If vou stick to that principle vou can work any kind 
of variations on it, and J might Sav it is not difficult, it takes about 2 
minutes to work out an equivalent. 

Mr. Kinpay. Anything further on this section? 

Mr. Buanprorp. When the retired man is recalled to active duty 
he merely stops paving anything into the fund? 

Captain Horr. No; he cannot do that. That is another place that 
we get into mathematics again. A man has retired at let us say age 50, 
and he has a wife who is 45. He is required to take a certain annual 
deduction to provide for that girl’s annuity after he dies, certain 
annual deductions which put out at interest will carry through to her 
death. If he comes back on the active list he cannot stop making those 
deductions because in essence the funds would be short of money, he 
has to keep on making it. The bill provides that he continues to 
make that, but in the event he dies on the active list while he is making 
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this deduction for his retired benefits, that the money so deducted from 
the time he paid it will be refunded to the beneficiary and the bene- 
ficiary is paid off under the active list. So he suffers no damage, and 
at the same time the fund is kept liquid. 

Mr. BLanprorp. It is a double deduction for the retired man who 
goes back on active duty, one to the active-duty fund and the othe: 
into the so-called retirement fund. 

Captain Hoyr. That is right. When he goes back to inactive duty 
his position is made whole, and all he has done on the active list 
is to pay for the group protection while he was on the active list. 

Mr. Buanprorp. He is paying twice for the same amount of 
protection. 

Captain Hoyr. No; that is not correct. 

Mr. BLANpDForRD. It Is close to it. 

Captain Hoyr. No; he is paving for the active-fund benefits. 

Mr. Buanprorp. Which is 25 percent, generally speaking-—— 

Captain Hoyr. I think it will vary considerably, but he is paying 
for that plus the children’s coverage, and if he gets killed his money is 
refunded to him or to his estate so he is not paving anything except 
for the active coverage. If he does not get killed the fund is kept 
whole, there is no other way to do it. 

Mr. Price. If he gets killed he only gets what he pays in. 

Commander Martineau. He gets the active-duty benefit. 

Captain Hoyr. And his widow or his estate gets back all of the 
money he has paid. 

Mr. Price. When he is called back to active duty he starts paying 
into the fund, if he goes back to retirement again he has accumulated 
no additional benefits, has he? 

Commander Martineau. That is correct. 

Captain Hoyt. That is correct. 

Mr. Price. His previous service has gotten him all the benefits 
that he is going to get. 

Captain Hoyr. That is not quite correct because the bill also 
provides that if the man got promoted during his active service he can 
increase his actuarial equivalent to his new rate of pay. 

Mr. Buanprorp. If he is promoted on active duty, let us sav he is 
a commander and is promoted to captain on active duty, after having 
been retired as a commander, are the deductions that he pays into the 
returned fund based upon his rank as a commander or as a captain? 

Captain Hoyr. After he comes out 

Mr. Buanprorp. No; while he is on active duty. 

Captain Hoyr. It does not change one bit. He could be promoted 
to rear admiral, it still does not change. 

Mr. Buanprorp. He still pays the deduction out of his pocket as 
a commander. 

Captain Hoyr. That is correct. 

Mr. BLanprorp. Then when he goes back to retirement he then 
applies for an adjustment and he starts paving based upon a rear 
admiral’s pay? 

Captain Horr. That is correct, full credit going to what he has 
paid in. 

Mr. Buanprorp. But if he died on active duty his widow would be 
entitled to the 25-percent pay of a captain? 

Captain Hoyt. That is right. 
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Mr. Buanprorp. Wouldn’t you solve this problem if you said that 
the retired man who goes on active duty merely contributes to the 
active-duty list, and when he goes back on the retired list he goes 
back to that? 

Captain Hoyt. Definitely your fund will lose money on that. 

Mr. BLanprorpb. I cannot see but how the fund can help but make 
money if the man has to contribute twice. 

Captain Hoyr. It does not, it just keeps itself whole. The fund 
does not make any money. All we are doing, if the retired officer 
has a certain value of his retired pay, let us say for the sake of argu- 
ment it is $80,000. Now, what we are doing to him when he gets on 
the retired list is that we are saying “You want to keep $2,000 a year 
going to your wife, but the total amount of payments that go to you 
and your wife together cannot exceed the $80,000. Therefore, we 
are going to take off, for the sake of argument, $500 a vear during the 
rest of your life on the retired list in order to accumulate enough money 
to give the $2,000 to your widow.”’ 

Now, vou call that man back on active duty and keep him on for 
3 or 4 years and your fund is going to be $500 short for each vear, 
plus the accumulated interest. 

I admit it sounds complicated, but it is just a matter of arithmetic 
and the man, if he dies on the active list, his widow will get back the 
active-list benefits plus the $500 for each year that he has contributed. 
If he returns to the active list—rather, I should say the retired list— 
in good health in exactly the same rank he is exactly in the same posi- 
tion as he was before. The only thing he has done, he has paid for 
group coverage during the period that he has been in a group, exactly 
the same way everybody else has, and his extra money, if he is one of 
the fortunate ones, goes back to him. 

Mr. Kinpay. Section 9. 

Commander Marrineav. Section 9 provides for providing a re- 
tired annuity when a member is deemed to be mentally incompetent. 
It may be that he is retired because of mental incompetency, or that 
he is determined to be mentally incompetent by medical officers of 
the service concerned, or the Veterans’ Administration, or by a court 
of competent jurisdiction, and is therefore incapable of making any 
election within the time limits specified. In such a case the head of 
the department or agency concerned is authorized to make an appro- 
priate election on behalf of the member if so requested by his wife. 

If thereafter such retired member regains mental competency he 
may, within 3 months of such determination, modify or terminate 
the election made on his behalf. 

That covers section 9. 

Mr. Kinpay. Proceed. 

Commander Marringeau. Section 10 requires that any retired 
member who has made an annuity election shall during any period 
when he does not receive such retirement pay continue to deposit 
with the fund the amount which would have been withheld from his 
retired pay had he been actually receiving it. 

This section applies, for instance, to a retired member who subse- 
quently returns to active duty, during which time he would be 
covered by the active duty annuity, as we have already pointed out. 
If such member died while on active duty the widow would receive 
the active duty annuity and would have refunded to her all previous 
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retired pay deductions. This section, I might add, sir, also would 
apply to a retired member who may be holding down another Federa| 
job and is then subject to the Dual Compensation Act. That is, due 
to his receiving salary from another source he would not be entitled 
to receive his retired pay while he was holding the Federal job. But 
if he had made the retired election he would have to continue t: 
make the payments to the fund. 

Mr. BLanprorp. May I ask a question? 

Mr. Kinpay. Yes. 

Mr. BLuanprorp. Take the case of a man who has lost both legs 
and is, of course, entitled to retired pay but he elects to waive that 
and go to the Veterans’ Administration and draw the much greate: 
benefit provided for certain types of disabilities through the Veterans’ 
Administration. Can he by contributing to the fund from the 
money he gets from the Veterans’ Administration establish an annuity 
for his widow? 

Commander Martineau. Yes. 

Captain Hoyr. That is what that section is for. 

Mr. Buanprorp. This permits him, for example, to provide that 
protection for his wife by merely paying into the fund that amount 
of money merely because he is entitled to it even though he is not 
drawing it? 

Captain Hoyr. That is right. 

Commander Martineau. That is correct. 

Section 11 provides that where a retired member dies while serving 
on active duty his widow shall be paid an amount equal to total 
deductions made from his retired pay, and this is to be in addition to 
the active-duty annuity which she would be entitled to receive by 
virtue of his having died while on active service. 

If there be no widow, the amount of retired-pay deduction shall be 
paid to his estate. 

Section 12 of the bill establishes what is to be known as the uniformed 
services survivors’ benefit fund, and it provides that all amounts 
deducted from retired and active-duty pay to be deposited in the 
United States Treasury to the credit of a special trust fund to be known 
as the uniformed services survivors’ benefit fund. The Comptroller 
General is to prescribe the procedure for deposit of these deductions 
into the Treasury. All money thereafter accruing to the fund is to be 
available for annuity payments authorized by the act. 

This section also authorizes the Secretary of the Treasury to invest 
certain amounts of the fund in interest-bearing securities of the 
United States, or Federal farm loan bonds, and the amount that he 
can so invest is to be as judged by the members of the Board and the 
income thus derived is to constitute a part of the fund. 

Mr. Kinpay. Proceed. 

Commander Martineav. Section 13 sets forth the administration 
of the act that is to be performed by the services concerned, and it 
prescribes that the service concerned is to make determination and 
certification of eligibility for payments. They are to actually make 
the annuity payments and these functions are subject to review only 
by the Board in accordance with its regulations that it may promul- 
gate. 

Decisions of the Board referring to such matters are not to be 
subject to review by any administrative or accounting office of the 
Government. 
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Mr. Havenner. Is that a customary provision? 

Mr. Buanprorp. I think it is in the Dependents’ Assistance Act. 

Captain Hoyr. These are not Government funds, of course. 

Mr. Kitpay. This only prohibits its review by any administrative 
or accounting office of the Government, but not by the courts. 

Commander Martineau. That is right. 

Mr. Kixpay. Section 14. 

Commander Martineau. Section 14 prescribes authority for heads 
of departments to make recoveries. The head of such department 
is empowered to use any legal means to recover amounts of annuities 
erroneously paid, and suc h recovery may be authorized by adjust- 
ments in subsequent payments and when in the judgment of the head 
of the department or agency concerned the individual to whom the 
erroneous payment was made is without fault, and that recovery 
would be contrary to the purpose of this act and against equity and 
good conscience, he is authorized not to be required to make the 
recovery. 

It also provides that no certifying or disbursing officer is to be 
liable for any amount erroneously certified or paid by him pursuant 
to this act unless it is determined that such erroneous certificate or 
payment was caused by his gross negligence or intent to defraud. 

Mr. Kixpay. Of course, the provision to forgive the payment is 
customary where the Veterans’ Administration has that power, and 
also other agencies in making payments. 

Subsection (c), the only case which I know of is in connection with 
family allowances or allotments; isn’t that true? 

Commander Martineau. I believe it is. 

Mr. Kiipay. I remember quite, well at the time we adopted the 
original family allowance bill it was done for the purpose of speeding 
payments, we were faced with many cases of men drafted into the 
service where the families were in need at the moment, and we wanted 
to encourage the prompt payment of those allowances to avoid hard- 
ship. Does that same situation exist under this bill to the extent 
justifying the position that the disbursing officer shall not be respon- 
sible except in case of gross negligence? 

Commander Martineau. Yes, sir. One of our objectives and 
hopes is that this thing can be administered in such a way that after 
the death of the service member the annuity payments will be made 
just as soon thereafter as possible in order to provide a certain con- 
tinuity of income for that widow. There is and are certain inevitable 
delays that are encountered in other forms of payment now provided 
by existing law. 

Mr. BLanprorp. Plus the fact, of course, that these are not Federal 
funds in that sense of the word; this is money belonging to the partici- 
pants in the fund and is not properly subject to determination by the 
General Accounting Office. 

Mr. Kinpay. It also applies to the disbursements from the fund 
and would not cover or protect the disbursing officer who may have 
failed to deduct, would it? 

Commander Martineau. Not unless it was determined that it was 
the result of his own negligence. 

Mr. Buanprorp. Of course that can be corrected by adjustments. 

Mr. Kixpay. As long as he is in the service. 

Mr. Buanprorp. For example, a man might be covered, but no 
deductions have been made. He survives and leaves the service. 
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I don’t know whether the fund has suffered particularly. It suffered 
to the extent that one man has not contributed who was covered, but 
there has been no deduction from it. I think there is no authority to 
recover that money from that man if the amount was not deducted 
from his pay unless there was gross negligence or fault involved. 

Captain Hoyr. I think there is. You could not do it, as a matter 
of fact, Mr. Chairman, the main reason for that provision was to try 
to make the bookkeeping simple. As you know, many methods of 
keeping books of account which are simple and could be operated on 
a machine are pretty accurate, but we do not make much use of them 
in the Government because we have too many people watching the 
paymaster, seeing that they do not get away with the money. I think 
we wanted to avoid that here and make it easier for the paymaster 
to pay. 

Mr. Kiipay. Proceed with the next section. 

Commander Martineau. Section 15 authorizes certain adminis- 
tive and operating expenses. The head of the department or agency 
concerned is authorized to incur expenses, certain expenses, for the 
administration of this act, but such expenses are not to exceed a total 
of $240,000 per annum for all departments and agencies concerned, 
and the Secretary of the Treasury under this section is authorized and 
directed to transfer from the fund to the appropriation concerned any 
amount so expended. 

Mr. Kinpay. So that the fund must bear the expense? 

Commander Martineau. That is correct. 

I would like to point out, sir, that that $240,000 everyone now agrees 
is an inadequate maximum, that it should be increased because that 
figure was set up when the services were much smaller, and we now 
consider that more money will be required. 

Mr. Kinpay. How much more would you sav? 

Captain Hoyr. 1 would suggest 1 percent of the income, or 
$759,000, whichever is the greater. Then if the services move up and 
down you would have an up and down movement of the fund. 

Mr. BLanprorp. One percent of the annual take of the fund? 

Captain Hoyr. One percent of the annual take of the fund; yes. 

Mr. Kinpay. We will bear that in mind. 

Proceed. 

Commander MArTINEAU. Section 16 creates the Uniformed Services 
Survivors’ Benetit Board. This Board is established for supervision 
of the fund. It is to be located for administrative purposes in the 
Department of Defense, it is to be composed of seven members, one 
each from the Army, Navy, Air Foree, Marine Corps, Coast Guard, 
Coast and Geodetic Survey, and the Public Health Service. Such 
members are to be assigned to that duty by the head of the department 
or agency concerned, and they are to act as the representatives or 
heads of such departments or agencies. 

The Board is to elect its own officers, prescribe its own rules of 
procedure, and shall make annual reports to the President, to be 
submitted to the Congress. 

Section 16 (b) set forth the duties of the Board. The Board is 
authorized and directed to perform all acts and make necessary rules 
and regulations necessary and proper for the uniform administration 
of this fund. 
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Upon the request of the Board, the head of the department or 
agency concerned is authorized to furnish such facilities, equipment, 
and services, including printing and binding, without reimbursement 
as necessary to assist the Board in discharging its functions, except 
that no departmental funds shall be expended in the purchase of new 
material or the employment of additional personnel. 

The Board is authorized to employ such legal, technical, and clerical 
personnel, and to procure facilities, equipment, and services necessary, 
and at the expense of the fund. 

The Board is further authorized to employ consultants and experts, 
as in its judgment are necessary to administer the fund. 

The annual expenditures authorized by this section, that is for the 
employment of consultants and experts, are not to exceed one-tenth 
of 1 percent of current annual contributions, or $50,000 per annum, 
whichever is the greater. 

Mr. Havenner. Would your clerical and other help authorized in 
this section be obtained from civil service? 

Commander Martineau. I believe they would. 

Captain Hoyt. Yes, sir. The outside consultants you probably 
would not get from civil service. 

Mr. Buanprorp. I do not see why that would follow, Mr. Havenner. 
This is not Government employment, and I do not believe that they 
would be necessarily, or should be, so far as that is concerned—I am 
not questioning the policy—but I do not think that they legally can be 
entitled to civil service retirement, I don’t think they would be covered 
by Federal employees’ compensation, or anything of that nature. 
These are people who have no association or connection with the 
civil service that I can see. 

Mr. Kinpay. Are any post exchange employees now under civil 
service entitled to civil service retirements? At one time they were 
not. I don’t know whether it was ever changed. 

Commander Marrineav. They are covered by Federal employees’ 
compensation. 

Mr. Buanprorp. I think they are now paid out of Department 
funds, which funds are collected from post exchange funds. 

Mr. Havenner. These people would not be covered by any- 
thing 

Captain Hoyt. Social security. 

Mr. Buanprorp. If they functioned in the District they would 
have to contribute to the District unemployment insurance and over 
in Arlington they would have to contribute to Virginia unemployment 
insurance—I am guessing at that—because these people are not em- 
ployed in Federal positions. It is not in the nature of Federal employ- 
ment. There won’t probably be more than 25 or 30 people in the 
office, at any rate. 

Captain Hoyr. I doubt if there are that many in the central office 
There should not be. The bulk of that money is for the purpose of 
hiring outside actuaries to check on our figures, consultants really. 
I would not think that they would need in that central office more 
than two girls. It is just a review business. They would need an 
actuary, full time actuary, and two or three first class girls, that is 
about all they would need. 

Mr. BLaAnprorp. The deductions are going to be made by the dis- 
bursing officers. 
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Mr. Havenner. I am thinking about the individuals concerned. 

Mr. BLanprorp. Your deductions are going to be made by a 
Federal employee, a member of the armed services, who is the pay- 
master, he will make the deductions, he will send, I assume, a check 
in each month either to his area command or else he will send it in 
direct to the fund. They will work out some system for that. The 
only employees involved—tbe Board is going to make their own 
determination under the regulations. You would probably need a 
few advisers to pass upon applications, and you will need somebody 
to press buttons on the IBM machine. 

Mr. Havenner. I am thinking about the human beings. We do 
not want to have them in a no man’s land, as far as retirement is 
concerned, do we? 

Mr. BLANDFoRD. No. 

Mr. Havenner. Somebody has to take them. 

Captain Hoyr. We could put it in there. 

Mr. Buanprorp. You could entitle these people to contribute to 
the civil service retirement fund without any difficulty. 

Mr. Kitpay. I am not sure just what they would be because they 
are not in a true sense appropriated funds; in that regard they are the 
same as ship’s stores or post exchanges. ‘The diversion or misap- 
propriation of those funds is a Federal offense depending upon the 
status of the person involved. These employees would probably be 
sort of in a dual capacity. I don’t know just exactly where they 
would fall. 

Captain Bruron. Mr. Brown has some recent information. There 
is a bill under consideration to exempt post-exchange employees from 
civil service. Their status at the present time is in controversy. 


STATEMENT OF P. P. BROWN, BUREAU OF SUPPLIES AND 
ACCOUNTS, DEPARTMENT OF THE NAVY 


Mr. P. P. Brown, Bureau of Supplies and Accounts of the De oe 
ment of the Navy. They are not under civil service. The Civil 
Service Commission has long recommended that their status should 
be defined by legislation, and I think it was within the last 10 days 
that there have been hearings on a bill which has been recommended 
after consideration by the services and the Civil Service Commission 
to specifically state that they do not come within the various civil- 
service laws, such as retirement, leave, and all of the other laws 
affecting civil-service employees generally. The net result would be 
that they would automatically come under social security. 

Mr. Kitpay. Doesn’t that arise because there is nothing in the law 
with reference to these post-exchange employees which specifically 
relieves them from civil service? 

Mr. Brown. Exactly. 

Mr. Kirpay. My understanding is that a Federal employee is under 
civil service unless we except him in the law. 

Mr. Brown. That is the general thinking, and it is the reason why 
there is need for legislation with respect to those employees. 

Mr. Kinpay. We frequently do that as to certain agencies; we pro- 
vide that they shall not come within the provisions of certain laws, 
referring to them by title, section, or what not. I think there would 
be a serious question here as to these employees unless we provided 
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one or the other similar to what you now have before the other com- 
mittee as to the post-exchange employees. 

Mr. Brown. | think that is right. 

Mr. Kitpay. This bill should place them in one or the other, 
whichever the committee decides to do. There are advantages to 
both from the standpoint of the individual. As I understand it, those 
persons now being employed on a temporary basis by the Government 
are under social security and not under the retirement provisions of 
the civil-service laws. Some of them would prefer to go under the 
retirement provision, especially those previously employed by the 
Government. Actually if they are to be temporary employees they 
are probably better off being under social security and building up the 
credit for such time as they get the benefits. It is a matter that we 
ought to go into and decide one way or the other, and put it in the bill, 
whichever seems to be the best method applicable to this particular 
situation. 

Is there anything further on this section? 

Commander Martineau. Yes; we have two more subsections. 

Section 16 (c) requires that the Board shall at intervals not to exceed 
5 years or oftener if necessary cause an actuarial evaluation to be made 
of the fund and further that the Board shall recommend to the Con- 
gress such changes as in its judgment are necessary to maintain the 
fund on a sound financial basis, and at no cost to the Government. 
And there is the final provision there that no member of the Board is 
to be held pecuniarily liable for any act in the performance of his duty 
on the Board, except in cases of fraud. 

That completes section 16. 

Mr. Kitpay. How about subsection (d) of section 16? 

Commander Martineau. That is to protect the individual members 
of the Board from suit, civil processes, by virtue of decisions that the 
Board may have made. 

Mr. Kitpay. Except in the case of fraud. But this Board will have 
more duties than just making decisions, will it not? 

Commander Martineau. The Board is not going to disburse the 
funds, they are merely going to supervise the disbursing of the funds 
and will issue the necessary regulations. The actual disbursement of 
the funds is going to be made by the existing pay machinery in the 
departments concerned, subject to reimbursement. 

Mr. Kiupay. Of course normally an official would not be personally 
liable for a decision made by him in his personal capacity. 

Commander Martineau. Yes; the suit can be brought against the 
Board but not against an individual member. 

Mr. Kinpay. You feel this is necessary to protect the individual 
from personal liability? 

Commander Martineau. From the brief observations that I have 
made, sir, | have noticed that individuals in the performance of their 
duty in the Government, especially in the military, have gotten into 
some rather serious situations by simply the performance of their duty 
and the carrying out of orders that they were required to carry out. 
| know some heavy suits were brought against General Richardson for 
the performance of his duty in the Hawaiian area. I don’t know the 
outcome of those suits. 

Captain Hoyv. It is to prevent strike suits, really. 
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Mr. Havenner. If a judgment were made against the Board, how 
would the fund be paid? Would it be recovered from the fund? 

Commander Martineau. Yes. The Board is liable, but individual 
members are not liable. 

Mr. Havenner. Let us assume that somebody sued the Board and 
judgment and a fine were levied; it would be recoverable from the fund? 

Commander Martineau. That is correct. 

Captain Hoyr. I would say it would be recoverable from the fund 
as long as it was not due to the negligence or the conspiracy on the 
part of the Board to defraud. 

Mr. Kinpay. It may be possible for something of that kind to 
arise, but I cannot imagine it. 

Captain Bruron. The kind of a judgment I would expect against 
the Board would be a court judgment to require the Board to pay 
an alleged beneficiary from the fund, and in which case that would 
be properly chargeable to the fund. But a court judgment fining 
the Board members for improper duty, we do not expect that, but 
this provision is to protect the individual members. That is, in case 
a judgment is levied. I would not expect anything like that. ] 
would expect the normal court judgment requiring them to pay 
certain beneficiaries. 

Mr. Kinpay. It could not be anything more than a mandatory 
injunction, or a mandamus, or something of that kind? 

Captain Bruron. Correct, sir 

Mr. Kinpay. In none of those could it involve any matter in which 
the Board or its members have discretion. 

Captain Bruron. Or a matter of judgment on the part of the 
Board. 

Mr. Kinpay. T cannot imagine of a money judgment against the 
Board. Of course, funny things happen nowadays. 

Mr. BLanprorp. May I ask one question on that, Mr. Chairman? 

Mr. Kinpay. Yes. 

Mr. BLanprorp. The fund is established in the Treasury Depart- 
ment? 

Captain Hoyr. That is correct. 

Mr. Buanprorp. Then each department will write its own checks 
on that fund? 

Captain Hoyr. That is right. 

Commander Martineau. Treasury checks. 

[r. BLANpDrorD. Where in the act does it authorize the Depart- 
ment to actually make that payment? 

Commander Martineau. That is authorized in section 13, I think: 

Determination and certification of eligibility for, and payment of, annuities 
granted under this Act shall be made by the service concerned, subject to review 
only by the Board in accordance with its regulations. 

Mr. Kinpay. You do not anticipate any difficulty in determining 
the amount of reimbursement for these services? 

Commander Marrineav. No, sir. 

Mr. Kinpay. Are they going to be easy to cut off where their 
normal functions end and functions connected with the fund begin? 

Commander Martineau. We expect it will. 

Mr. Kitpay. It will be a matter of accounting? 

Commander Martineau. Largely a matter of stationery; cost of 
checks. 
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Mr. Kitpay. The accounting question will be determined by the 
Board and the services concerned, but it is properly chargeable to 
the fund. 

Commander Martineau. That is correct. 

Mr. Buanprorp. That question last year came up, Mr. Chairman, 
as to the use of typewriters, and all that sort of thing, and I think 
that this language, if I am not mistaken, was added to this bill to 
make sure—that is on page 18—to make sure that each department 
would not be able to go out and purchase from its own appropriated 
funds the IBM equipment, and all that sort of thing, to operate its 
portion of the fund. 

Mr. Kintpay. It shall not expend any of its funds in the purchase 
of new material? 

Mr. Buanprorp. That is right. Of course, on the other hand each 
depariment is going to have somebody writing out the checks. I do 
not suppose the Board will do that. Each department will do that, 
so that portion of the cost which is a considerable amount of money, 
generally speaking, to make out a check and mail it, is going to be 
paid by each department from its normal help. But, on the other 
hand, they are doing that today anyway when they pay their retired 
personnel. 

Captain Hoyr. We have an estimate from the Department of the 
Army, which is the largest organization, because they have up until 
recently paid all of the Air Force retirement checks. They estimated 
that the expenditures at their field branch under this plan would peak 
when this thing had been in action about 10 or 15 years, $181,000 
additional expense a vear, and that is how we arrived at the $750,000, 
and also because it happens to be just about 1 percent of the income. 

Mr. Kitpay. Of course, there will of necessity be some area there 
where it will be practically impossible to determine where it is charge- 
able. But that is no more than an employer assumes 

Captain Hoyr. It will be practically impossible, for example, 
aboard ship to determine how much time the storekeeper spent in this 
payroll deduction. 

Mr. Kinpay. It is just new duty added on. 

Captain Hoyr. That is right. 

Mr. Kitpay. This purchase of new equipment that may have been 
put in as a result of our previous hearings. 

Proceed, Commander. 

Commander Martineau. Section 17 provides that no annuity pay- 
able under the act is to be assignable in law or in equity, or to be 
subject to execution, levy, or attachment, garnishment, or other legal 
procedures. 

Section 18 provides that all annuities to accrue from the date of 
death of the member, they shall be due and payable on the first 
business day of the month following the month or other period for 
which the annuity shall be accrued, and they are to be paid in monthly 
installments thereafter. 

Mr. Kinpay. There is nothing payable for the portion of the month 
remaining after death? 

Commander Martineau. No, sir. They commence with a full 
month’s pay. 

Mr. BLanprorp. They accrue, but they are not payable for that 
month. 
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The annuity accrues from the date of the death. 

Mr. Kiipay. But it becomes due and payable on the first Monday 
following. 

Mr. BLANnpForD. Yes. 

Commander Martineau. Section 19 provides that all annuities 
granted to survivors under this act shall be in addition to any pensions 
or other payments to which such persons may otherwise now or here- 
after be entitled under other provisions of law. 

Mr. Kixpay. In connection with the benefits under the Federal 
Employees’ Compensation Act we were discussing the other day, 
the law contains a provision that they should not be entitled to those 
benefits if they were entitled to benefits under any other law. Would 
this in any wise serve to amend or repeal those provisions of the 
Federal Employees’ Compensation Act? 

Captain Hoyr. It is not intended to, sir. 

Commander Martineau. That provision under the Federal Em- 
ployees’ Compensation Act, Mr. Chairman, applies to the officer or 
the member himself as would be concerned in disability payments, 
but it has been held that his survivor occupies a different position, 
that that application of the law does not preclude the survivor from 
taking an election if they are entitled to payments from the Veterans’ 
Administration, or payments from the FECA, they can have an 
election. They cannot take both, but they are entitled to make an 
election. 

Mr. BLANpForD. Of course this section actually will be proper, 
assuming that the subcommittee takes definite action on FECA and 
either terminates it or not for people hereafter coming on active 
duty, or hereafter on active duty, so that they will not be entitled to 
both FECA and this. 

Mr. Kixupay. I think we have to have something more than this 
present section 19 as a subsequent law to the FECA. 

Mr. BLanprorp. We have several paragraphs, as a matter of fact 
it is quite lengthy when you go into the FECA proposition. 

Mr. Kitpay. I believe if there is anything done to terminate 
present benefits under FECA we will have to have 

Mr. Bianprorp. Of course, this would not cover those people 
anyway so it would not make any difference. 

Commander Martineau. May I proceed? 

Mr. Kiipay. Yes. 

Commander MArTINEAU. Section 20 provides that whenever the 
head of the department or agency concerned determines that a person 
entitled to an annuity under this act is not an appropriate payee, 
such annuity shall be paid on behalf of such annuitant to such person 
designated in the regulations of the Board. 

Mr. Kitpay. What does that mean? 

Commander Martineau. That covers certain special cases, sir. 
As an example, take the case of the man with a wife and children. 
For instance, the wife may be mentally incompetent and the man 
dies. ‘The wife is unable in any way to care for the family; under the 
law she is entitled to the annuity because she is still the surviving 
widow, but somebody else has taken care of the children. The 
Board could then step in and determine that the wife was not an 
appropriate payee. 
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Mr. Kitpay. My office handles a great many of these retirement 
cases and nobody can imagine how complicated they can become. If 
a man has been married for a long period of time, and then when he 
dies you find a wife who had never been divorced in a prior marriage, 
and sometimes several, what is the Board going to have the power to 
do there? To determine that the one who supposed herself to be the 
surviving widow in law is not because her marriage was void ab- 
initio because of the existence of the prior legal marriage is in fact 
the one to be entitled? 

Commander Martineau. As I understand this section, sir, the 
Board would be empowered here to determine who is the proper per- 
son that this annuity should be paid to. If it was not for this the 
thing could be tied up in the courts and the annuity could not be 
paid for a long period of time and the people would suffer. 

Mr. BLanpForp. It still could be tied up in the courts, Mr. Chair- 
man. 

Mr. Kitpay. Take, for instance, a case like this, where the sur- 
viving widow thought that she was, then it is determined that there 
was a prior marriage that had not been dissolved. This is an actual 
case. Then it was later determined that the supposedly prior legal 
marriage was void because of a marriage even prior to that that had 
not been dissolved. Now, under other benefits they have to go back 
and examine into the legality of each of those marriages. In this case 
it finally turned out that the third one survived because there was 
some legal impediments in the two previous marriages. Is this Board 
going to determine, notwithstandmg not in law may be the legal 
status? 

Captain Hoyt. They can make the decision, and then it is subject 
to review by the courts. We specifically left the courts in here be- 
cause in matters of money the courts should be the final determina- 
tion. 

Commander Martineau. This same provision is set up in the 
Family and Allowance and Dependency Act. 

Mr. Havenner. There is precedent for this section? 

Commander Martineau. Yes. 

Mr. BuanpForp. In fact, there is no court review there; it is a 
final determination. 

Mr. Kinpay. That is true. 

Mr. BLanprorp. But since this is a fund contributed to by the 
individual the theory is that it still should be subject to the normal 
judicial processes. 

Mr. Kinpay. I believe the Veterans’ Administration has the right 
to hold that although a legally surviving wife in case of desertion, or 
something of that kind, she would not be entitled to the benefits. 

Commander Martineau. I believe that is correct. 

Mr. Kiipay. This Board would have that same power. 

Commander Martineau. That is right. 

Mr. Kinpay. These can become highly complicated. 

Commander Martineau. That is correct. 

Mr. BLaNpForp. Since that covers it, may I suggest that we ask 
at this time one question which I believe is the $64 question with 
respect to this whole program, and that is the effect that this legis- 
lation would have in the event of war? You can approach that in 








9084 


several ways. We can assume that the act had been in effect sine 
the enactment of the Career Compensation Act and see what would 
have happened during the Korean incident or, we can assume that 
the act was in effect in 1989 and was in effect during all of World 
War II. If you have an immediate emergency, if vou have an im- 
mediate drain on your fund, vou have, of course, a different situation 
than if vou had an opportunity to build up a fund. So whatever 
assumption you make vou have to assume at some point there has 
been a contribution. I think that the Department should be pre- 
pared now to explain to us the situation with respect to a survivor 
benefits fund assuming that vou start today, and the Korean situation 
remains static. In other words, our casualties remain roughly the 
same as they have been, and we can just see what the net result 
would be to the fund. 

Mr. Kitpay. It was mentioned here it would be self-sustaining 
except possibly in the event of war. Are you prepared to give any 
figures, or can it be figured out actuarially, the question of additional 
contributions made by the temporary expansion by persons who will 
never ben entitled to any benefits? 

Commander Martringnav. Yes, Mr. Chairman. We have tried to 
anticipate that verv important factor, and we have a study under 
way right now covering World War II and assuming that such a bill 
had been in effect throughout World War II, and what would have 
been the effect of it. We have that largely complete now as con- 
cerns the Navy and the Marine Corps. We have these statistics, 
and we have obtained statistics from the other services and we expect 
completion of that entire picture very shortly. 

However, despite the fact that it is not vet completed we are in 
a position to make a fairly reasonable prediction that if this bill had 
been in effect during World War II, of course the death rate per 
thousand would have gone up but we would not have been in a bad 
position at all. First, there is a safety factor in the fund that provides 
a certain cushion and when the war started and casualties began to 
build up, or it was seen that they were bound to build up, the Board 
would come to the Congress and make certain recommendations as to 
what should be done. We estimate right now that if this bill had 
been in effect insofar as it concerns the Navy and the Marine Corps 
we have not completed the study on the other services—that an in- 
crease in the rates ranging from 25 cents per month to $1 per month 
would have kept this completely solvent for World War II as con- 
cerns the Navy and the Marine Corps. As far as Korea is concerned, 
using again the Navy and Marine Corps figures, we could have ab- 
sorbed the extra additional casualties that have been incurred; that 
could be done without any increase in rates. On the other hand, 
the Board might have taken a more conservative position and gone 
to Congress and recommended a small increase. 

Mr. Kinpay. It thus far indicates that you might have had to 
increase it in World War I1? 

Commander Martineau. Yes, sir. 

I would like to point this factor out, there is a safety factor in this 
fund under the normal conditions upon which these rates are set up 
of approximately 20 percent. It varies between 15 and 20 percent. 
We should look at it from this position: Would it have been quite 
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possible to go through World War IT without making any increase 
in the rates? But there would have been an extra long term liability 
and the position could have been taken that we will not increase the 
rates, we will simply let the surplus that builds up from year to year 
gradually catch it up. 

Mr. Kiupay. I was wondering how that would be affected by 
national service life insurance experience in World War II where 
there was a very large refund made. Even that has been supposedly 
figured out actuarially, the number of men in the service, | take it, 
and probably less casualties. There were billions of dollars refunded 
there. 

Mr. Buanprorp. I think the major reason for that was the fact 
that the Congress absorbed by direct appropriation all direct cas- 
ualties, the cost of all of that. 

Captain Hoyr. The insurance fund was not charged with the 
service-incurred deaths. 

Mr. Kiitpay. Do we know how much that was? 

Captain Hoyr. Several billion dollars. 

Mr. BuanpFrorp. Yes. 

Mr. Kitpay. The refund was about $4 or $6 billion. 

Mr. BLANDFORD. Yes. 

Captain Hoyr. I am quoting from memory now, but there were, 
in round figures, 430,000 deaths from all causes during World War II, 
and of those I believe the Congress, by direct appropriation, paid 
for close to 380,000. The result was that there had to be a lot of 
money in the pot. 

Commander Martineau. I should also like to point this factor out, 
Mr. Chairman, that this plan is so designed that in any particular 
year, regardless of the size of the service, but assuming that the 
death rate was going to be predicted at a certain figure, regardless of 
the size, the income that is derived from the deductions for that 
particular year will be sufficient to pay the long-term obligation of 
the deaths that were incurred by that group regardless of its size 
during that same period of time. 

Mr. BLANpForD. Of course the next question on that, Mr. Chair- 
man, is the size of the Armed Forces upon which that is figured. If 
you have a war and go, say, to 14,000,000 people in the armed services, 
and say 12,000,000 of them covered by the fund, and vou have the 
same World War II casualties per thousand on that basis of 12,000,000, 
and then you reduce the size of your Armed Forces to 1,000,000 all 
told after that war, and those million people—well, the question is, 
are the contributions of the 12,000,000, which are only for a short 
period of time, sufficient to cover the payments to the survivors over 
a period of the next 95 years? 

Commander Martineau. It is, if it is geared to the proper death 
rate. 

Captain Hoyr. That is true. In other words, there is no money— 
I don’t know whether any of you gentlemen remember the old Corn 
Exchange Bank’s balance sheet that they used to put out. They said: 
“The bank owes its depositors $247,000,000. To pay that we have 
so much cash, so much obligations of other banks, so much Govern- 
ment securities, and so forth.’’ Well, the same thing is true with this 
fund: Each year this fund will become indebted to the survivors of 
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the people who died in that year for a certain amount of money, and 
during that year we are collecting enough money, which after being put 
out at interest will be enough to pay off that indebtedness. Now, 
the only thing that can affect your financial position is that tremendou 
increase in the death rate, or an increase in the marital status within 
the grade. That is what your Board is for, and that is why the Board 
is charged with the responsibility of coming to the Congress and point 
ing that up to the Congress. They can see that without actuaria! 
values, they can do that in 2 minutes. During the war, as strange a: 
it may seem, a death costs less than it does during peacetime, and the 
reason for it is very simple: The percentage of marriages in the 
armed services during a war are very much lower than they are during 
peacetimes. We figured in this plan 378 widows per thousand deaths 
of enlisted people, and 758 widows per thousand deaths of officers 
The Veterans’ Administration have made a very careful check on the 
enlisted people on every enlisted death that occurred during the war, 
and they found that the percentage of marriage among the enlisted 
people was only 260 per thousand deaths. There you have a tre- 
mendous increase in costs per individual. 

The second thing is that the average age of the widows in time of war 
is very much lower than it is in time of peace, and a young widow is 
nowhere near as expensive to this fund as an old widow, because she is 
very likely to remarry. A girl of 28, if you were to pay a girl of 28 an 
annuity to the end of her life you would have to multiply the amount 
of that annuity by approximately 27 and a fraction to have enough 
money to do it. But if you take the remarriage factor in you only 
have to multiply by 13 because of her chances of getting married. 
Those are good solid figures. 

Mr. Kitpay. They seem to go contrary to the general thinking. 

Captain Hoyt. I don’t know too much about actuarial figures, but 
in the last 4 vears I have learned a little and I am always being 
surprised. 

Mr. Kinpay. I think the average person feels that almost anyone 
who went off in the service came back married; that is the way it 
seemed to be. 

Captain Hoyr. They got married after they got back, but the boys 
on the ships could not get married very well, there were no girls 
around. 

Mr. Kitpay. The fellows in the camps did. 

Captain Hoyt. That is an extraordinary thing, but those are ver) 
good solid figures. 

Mr. Kinpay. Of course when you take the other factors into con- 
sideration that you mentioned you can see why it is—I mean the 
factor such as remarriage. 

Captain Hoyr. The experience in remarriage at the Veterans 
Administration of the veterans of both wars has been considerabl) 
higher than the table used. For a 2-year period they lost 50 percent 
of them. Of the ones who were on their rolls in 1947, 50 percent of 
them were gone in 1949. 

Commander Martineau. There is one other factor there, also in 
time of war where you have expansion of your services you have 
younger people moving up into the higher ranges quicker and their 
basic pay in that grade is less because of their longevity. They ar 
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still, however, paying the average rate. That is a considerable 
savings factor because that means that a payment due to a survivor is 
based upon a smaller pay than the average we have set forth. 

Mr. Kiupay. Is there anything further? 

Off the record. 

(Discussion off the record.) 

Mr. Kintpay. We will adjourn subject to the call of the Chair 
which, of course, will not be until after the recess which terminates on 
the 12th of September. 

Mr. Havenner. You do anticipate meeting again in September? 

Mr. Krupay. Yes. 

(Whereupon, at 11:49 a. m., the subcommittee adjourned.) 
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TUESDAY, SEPTEMBER 18, 1951 


Houst oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Survivor BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met at 10 a.m., Hon. Paul J. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. The subcommittee will be in order. 

We are going to renew the hearings on H. R. 5169 to provide bene- 
fits for survivors of members of the uniformed services and for other 
purposes. This morning we have Admiral Fechteler, the Chief of 
Naval Operations, with us. 

Come around, please, Admiral. 

We are mighty glad to have vou here. It is the first time so far as 
I know that vou have appeared before the committee since you have 
become Chief of Naval Operations. 


STATEMENT OF ADMIRAL WILLIAM FECHTELER, CHIEF OF NAVAL 
OPERATIONS 


Admiral Frcutrever. That is right. 

Mr. Kiupay. We are all pleased to have you in that position. 

Admiral Frceureier. It is very nice to be here. 

Mr. Kinpay. It is unanimous on the part of the committee. We 
are pleased to have you here this morning. 

If you will go ahead with your statement. 

Admiral Frecutrevcer. Mr. Chairman, as a preface to my remarks, 
concerning survivor’s benefits for the uniformed services, I would 
like to say that it is a genuine pleasure to appear before you today on 
a matter of this nature. Having previously worked with this com- 
mittee when it was considering the Career Compensation Act, I am 
keenly aware of the intense interest which each of you have in the 
welfare and morale of the men in the Armed Forces. It is gratifying 
to know that you gentlemen, who have such an intimate knowledge 
of the needs of service personnel, are today conducting the hearings 
on this bill to provide for their survivors. 

During the last Congress I testified before this committee on H. R. 
8035, a bill designed to accomplish the same objectives as the bill 
now under consideration. At the time I stated that I did not, as 
Commander in Chief, United States Atlantic Fleet, feel that I should 
recommend enactment of legislation of this nature until I had deter- 
mined whether or not its provisions were actually desired by the 
officers and men in general. In this connection, I further stated: 

In order to satisfy myself on this point I had a survey conducted among the 
officers and men of the fleet. In conducting this survey an officer on my staff went 
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aboard a cruiser, four destroyers, and an auxiliary ship. These vessels were chose: 
at random. When aboard each vessel this officer talked to groups of officers and 
men assembled from the off-duty sections. In this way, an absolute cross sectio: 
of the ship’s complement was interviewed. The provisions of the bill (H. R. 8035 

were explained to each group, and all questions from the group answered insofar a; 
possible. The groups were then dismissed. A few days later they were reassembled 
by the ship’s officers and asked to indicate whether they favored enactment of 
the measure or opposed it. No attempt was made to exert any influence or pres 
sure on anyone. It was clearly explained that the information wanted was thi 
individual opinion of each person in connection with the proposed legislatio: 

The results of this survey are as follows: Total number interviewed, 1,611 
for, 72 percent; against, 28 percent. 

Of the above total, 73 were officers. 

\n analysis of those who opposed the measure was made and it was found that 
approximately 83 percent of those opposed were single and under 21 vears of age 
I do not attach much significance to the opinions of these voung men _ becaus« 
they were asked to evaluate a measure for which neither their experience nor 
responsibiities provided a sufficient qualification. Therefore, I conclude that th« 
overwhelming majority of the personnel of the Atlantic Fleet in whose judgment 
we can rely are in favor of the enactment of this bill into law. 

Since the date of my previous testimony, I have personally talked 
to many officers and men on the subject of legislation of this nature 
and I have found them uniformly of the opinion that it is much needed 
and much desired. 

The great military genius, Napoleon, is frequently quoted as having 
said, “Any army travels on its belly.”’ It is my belief, based upon my 
personal experience with Armed Forces over a period of nearly 40 
vears, that if Napoleon were alive today and could rephrase his time- 
honored maxim in the light of the complexities of our age, he would 
say, “The extent to which a military force will advance or retreat is 
in direct proportion to the state of morale existing in that force.’ 
[ say this because the morale of the modern armed forces cannot be 
sustained on bread alone. 

Realization of the importance of the human factor in military opera- 
tions has caused me to devote considerable energy to the welfare of 
personnel throughout my naval career. In fact, it might be said that 
this is the main reason why I am here today. 

In seeking to uncover those measures which contribute to high 
morale | have observed that one of the most important is, sense of 
security. By this, [ mean the satisfaction and sense of well-being 
which exists within a man when he knows that adequate provision 
has been made for his dependent loved ones, regardless of what 
misfortune may come to him personally. 

Having undergone the experience, | am in position to say that the 
demands of military service, with frequent changes of station, absences 
from home, and remoteness from civil pursuits render it virtually im- 
possible for one to accumulate out of his pay sufficient means with 
which to provide a minimum of security for those dependent upon 
him. In the light of advancing costs of living this problem becomes 
increasingly acute. 

I feel, therefore, that legislation providing for survivor’s benefits is 
an appropriate supplement to the Career Compensation Act of 1949. 
I believe it will contribute immeasurably to the feeling of well-being 
among the officers and men of the service. The fact that they indi- 
cate a willingness to contribute sufficiently from their pay to make 
the measure self-supporting is a convincing indication of the need for 
such a plan. By previous acts, the Congress has recognized the need 
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for this type of security in the case of civilian employees of the Govern- 
ment, and has passed legislation incorporating provisions similar to 
those contained in the Department of Defense proposal into the retire- 
ment systems of the civil service and of the Foreign Service. 

The technical features of the Department of Defense proposal have 
been presented by others who have appeared. I desire, however, in 
conclusion, to express my appreciation for your courtesy in permitting 
me to appear here for the purpose of giving you a few of my personal 
observations, and for the further purpose of expressing to you the 
views of the officers and men of the fleet. 

Mr. Kitpay. Thank you, Admiral. 

Of course, when we were handling the Career Compensation Act, 
this matter was discussed by us a number of times, isn’t that correct, 
Admiral? 

Admiral Frecurever. Yes, sir. 

Mr. Kitpay. So that while it was not included in the Career Com- 
pensation Act, it was generally and commonly understood by those 
working on the Career Compensation Act that this matter was to 
come up for consideration. 

Admiral Fecurever. That is correct, sir. 

Mr. Kinupay. In addition to whatever may have been provided 
the Career Compensation Act. 

Admiral Fecurever. That is correct. 

Mr. Kintpay. Your analysis of those who expressed opposition to 
the plan I believe is correct. Most of us when we get along to where 
the insurance premiums become high or prohibitive, wonder why, 
when we were in that younger age bracket we didn’t get the insurance. 

I believe you will agree that you probably have had the same experi- 
ence, haven’t you, Admiral? 

Admiral Fecurever. That is my experience. 

Mr. Kiupay. I think all of us have had that experience and that 
the man who is not faced with the family responsibilities is not nearly 
as apt to appreciate the value of some ‘thing of this kind. The young 
man to whom insurance is available at a very low rate, without depend- 
ents, without those obligations, is not as likely to apprectate what 
would be involved. 

Admiral Frecure er. That is correct. 

Mr. Krupay. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Kinpay. If there is nothing further, we thank you, Admiral. 

Mr. Buanprorp. I would like to ask the Admiral one question, if 
| may. 

Mr. Kinpay. Mr. Blandford. 

Mr. Buanprorp. With your experience, Admiral, with the survey 
you made in the Atlantic Fleet, would you say that if this bill were 
made voluntarily instead of compulsory, which might remove some 
objections that there may be to the bill in that it is now mandatory 
for all people after the date of enactment, that it would still receive 
a very large support throughout the entire Armed Forces? 

Admiral Fecurever. Oh, I am confident that it would. 

Mr. BLanprorp. So you don’t think the bill would suffer by 
making it voluntary? In other words, it would not become finan- 
cially unsound if it were put on a voluntary basis? 
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Admiral Fecutreter. Well, as to that, I don’t know what the 
figures would be, but I feel that if this bill were enacted on a volun- 
tary contributory basis, that there would still be a very large percent- 
age of those who wanted the bill under any circumstances that would 
take it. 

Mr. Buanprorp. Thank you, Admiral. 

Mr. Kinpay. Of course, that probably involves an actuarial 
problem, doesn’t it, Admiral? 

Admiral Fecutrever. I would think so, sir. 

Mr. Kitpay. In all of these questions as to voluntary or involun 
tary participation, just as we found in connection with self-employed 
for instance, under social security. 

Admiral FecuTe er. Yes. 

Mr. Kitpay. The question resolves itself into an actuarial question 

Admiral Fecutrever. Yes, sir. 

Mr. Kinpay. Anything further of Admiral Fechteler? 

(No response. ) 

Mr. Kinpay. If not, thank you, Admiral. 

Mr. Myers, come around, please, sir. 

Mr. Myers, I believe you are an actuary with the Federal Security 
Agency? 


STATEMENT OF ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 
SECURITY ADMINISTRATION, FEDERAL SECURITY AGENCY 


Mr. Myers. Yes, Mr. Chairman, I am chief actuary of the Social 
Security Administration. However, I am here not as an official 
representative of the Agency but rather to furnish you with such 
technical actuarial advice as you may desire. 

Mr. Kitpay. Do you have a statement prepared? 

Mr. Myrrs. No, sir; I do not. 

Mr. Kinpay. Have you gone over the provisions of H. R. 5169? 

Mr. Myers. Yes, I have, Mr. Chairman. 

Mr. Kirinpay. Will you give us your views on it from the actuarial 
standpoint? 

Mr. Myers. From the actuarial standpoint as to whether the 
system will be solvent under the benefit schedules set up and the 
contribution rates, I am of the opinion that there is quite ample 
safety margin. 

In the event of a large-scale war, of course, as has been testified 
here previously, it is quite likely that the fund might run into diffi- 
culties. But under any sort of normal conditions, I believe that the 
rates established in the aggregate will provide sufficient funds to 
meet the benefit obligations promised. 

Mr. Kinpay. That would be self-sustaining under the rates provided? 

Mr. Myers. Yes, sir. 

Mr. Kinpay. Now, in the event of high casualties it is where you 
feel there might be some question as to the ability of the fund to carry 
the benefits? 

Mr. Myers. Yes, sir. From an actuarial solvency standpoint, | 
believe there would be difficulties. However, this would not be some- 
thing that would occur as you might sav overnight or in the course of a 
few vears. In other words, the liabilities that the fund might have 
might exceed the assets, but the fund would be able to meet its obliga- 
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tions at least long enough for there to be further consideration as to 
how these additional liabilities because of war casualties would be met. 

Mr. Kitpay. And what are your views as to the power vested i in the 
board under the bill to vary the rates to meet such a contingency? 

Mr. Myers. Well, I think that, depending on the size of the con- 
tingency or castastrophe as you might call it, the board could meet 
a relatively small catastrophe, but if there were to be a major war, 
for instance, the rates that the board might decide upon might be 
prohibitive. It is just impossible to predict from an actuarial stand- 
point what would happen in the event of a major war. 

Mr. Kiupay. Well, is the experience under National Service Life 
Insurance, during the past war any guidepost as to the practicability 
of this plan? ; 

Mr. Myers. I haven’t seen any studies indicating what the effect 
of the experience such as the past war would have on this system. | 
would imagine that there would be a fairly sizable extra burden im- 
posed on the system, which it might not be fair to make contributors 
pay through higher contribution rates. 

But on the other hand, I don’t believe that the costs involved to the 
Government would be anything compared with what national service 
life insurance cost. However, | haven’t made a thorough analysis of 
that experience, as it would apply to this system. 

Mr. Kitpay. Of course, in the event of all-out war producing these 
heavy casualties, you would also have the larger military force and 
therefore the larger contributing group. 

How would you feel that that would offset the higher casualties? 

Mr. Myrmrs. I believe that that would be partially offsetting, but 
I don’t think it would be fully offsetting because in a large-scale war, 
the average death rate of course will largely determine how much 
the liabilities incurred in any one year will be. 

Mr. Kitpay. Of course, the bill is devised to be self-sustaining. 
The plan is to be self-sustaming from these contributions. The Gov- 
ernment is not to contribute to survivors benefits provided under the 
bill. Is it your view that the bill is adequate to accomplish that 
purpose? 

Mr. Myers. In my opinion the bill is quite adequate to perform 
that function under normal peacetime conditions. 

Mr. Kitpay. And as to the wartime conditions, the question would 
be determined by the extent of the casualties as compared to the 
increase in contributions because of the larger numbers? 

Mr. Myers. Yes, sir, that is correct. 

Kinpay. Those questions can’t be determined because there is 
no way to tell what vour casualty rate might be. 

Mr. Mysrs. That is what I believe. I don’t think it is within the 
actuarial field to be able to prophesy what the casualties would be in 
a war of an undetermined nature. 

Mr. Kitpay. Not knowing with what efficiency an enemy might 
be able to inflict casus ei $7 

Mr. Myers. Yes, si 

Mr. Kripay. But as an actuary, is the plan suggested a practical 
one? 

Mr. Myers. I believe that on the whole it is a quite practical plan. 
I have examined the cost estimates that have been made as I under- 
stand by actuaries at the Prudential Life Insurance Co. I think 
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these calculations are very conservative—by that I mean the costs 
are well-taken care of by the contributions set-up. The costs, if any 
thing, are overstated, rather than understated, which is, of cours 
very desirable in setting up a system like this. 

Mr. Kitpay. It contains a fair margin of safety in that regard? 

Mr. Myers. Yes, sir; I believe so. 

Mr. Kiupay. All right. 

Mr. Myers. As I stated, I believe on the whole the plan is quit 
well thought out. There are a few benefit provisions and details 
where, in my opinion, there could be some slight improvement. On: 
of the functions of an actuary, | think, besides making cost estimates 
is also making use of his experience by providing suggestions as to 
consistency within a benefit plan, whether it is a pension plan or a 
survivor benefit plan. 

In a few instances, I believe there could be some slight improvement 
If the committee desired, | would be very glad to go into those details 

Mr. Kiipay. Yes, you do that. You go right ahead with that. 

Mr. Myers. Well, one point is in regard to the lump sum death 
payment, which, as you know, is payable only if the man dies in servic: 
and never at any time had a dependent who would have been eligible 
for these benefits. 

For instance, say a man has a dependent parent when he enters 
service at age 20. If that dependent is no longer dependent in a year 
or two, then for the remainder of that man’s service there is no benefit 
payable even though he must continue contributions. 

Now, it would seem to me from both an actuarial and an adminis- 
trative standpoint, that that lum-sum death payment should be made 
available for all deaths, where there are no survivors who will get the 
monthly benefits. Actually, from a cost standpoint that would not 
be too expensive. In fact, in the cost estimates made it was assumed 
that this would be the case. 

In other words, the cost estimates assumed that for every death in 
service where there were no survivors eligible for monthly benefits, the 
lump sum would be paid. 

This would save quite a lot of administrative work, too, I believe, 
because there would be no need checking back over the years to see if 
30 years ago the man had had a dependent parent or a wife. 

Mr. Krupay. Now, let me see if I understand. 

The provision in the bill at the present time provides for what lump 
sum payment? 

Mr. Buanprorp. $500. 

Mr. Kinpay. $500. But under what contingency? 

Mr. Myers. If the man dies and at no time during his membership 
had a dependent. 

Mr. BLaNpForpD. Oh, Mr. Chairman, may I interrupt there? 

Mr. Mvers, vou read the bill quite correctly. But, that matter was 
considered by the committee the other day and we have changed that 
language to read—see if this will correct it as far as you are concerned 

If a contributing active member dies and has no beneficiary who upon th« 
member’s death would have been eligible. 

Would that solve that problem for you? 
Mr. Myers. Yes; that does it exactly. 
Mr. BLanprorp. We have already done it. 
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Mr. Kitpay. That is why I wasn’t following you. 

Mr. Myers. I am sorry. 1 didn’t know. 

Mr. Gavin. Read that again, Mr. Blandford, please. 

Mr. BLanprorp. Yes. 

If a contributing active member dies and has no beneficiary who upon the mem- 
ber’s death would have been eligible to receive an annuity under this Act, there 
shall be paid to his estate or to such person or persons as he may have designated, 
the sum of $500 or a sum equal to 25 percent of the annual basic pay of the grade, 
rank, rating— 
and so forth. 

Mr. Gavin. Suppose he dies and has no heirs, how is that $500 
handled then? 

Mr. BLanprorp. It goes to his estate. 

Mr. Gavin. Suppose he has no estate. 

Mr. BLanprorp. Everybody who dies has an estate. 

Mr. Gavin. Would the court designate? 

Mr. BLtanprorp. There are other laws determining the adminis- 
tration of estates for service personnel. But in the case of this man, 
if an administrator had to be appointed, he would have to distribute 
the $500 according to the laws of the State- 

Mr. Kitpay. The change is that you determine the status of 
beneficiaries at the time of death, rather than reviewing the entire 
life of the contributor. 

Mr. Myers. Yes. 

Mr. Kitpay. With the amendment that we have proposed here, 
that would solve the difficulty that you were then pointing out? 

Mr. Myers. Yes, sir. And as a result, there would be some death 
benefit for every member. 

Mr. Kiupay. Now, is the $500 figure proper, adequate, and so on? 

Mr. Myers. Well, Mr. Chairman, of course, that is largely a 
policy matter rather than an actuarial matter. I believe it is a quite 
reasonable figure, although there could, of course, be any sort of 
arrangement there. But it does seem to me personally to be a reason- 
able amount. 

Mr. Kiupay. Reasonable and in line with others of this character? 

Mr. Myers. Yes, sir. 

Mr. Kitpay. Did you have some other points, Mr. Mvers? 

Mr. Myrrs. Yes, sir. 

In regard to the joint and survivor annuities which are available 
on an elective basis for the retired members, there is one point which 
[ should lke to make. There is no specific provision as to what 
mortality table or interest rate is to be used. Rather, the bill provides 
that all the armed services should use the same basis. It is customary 
in retirement plans to name specifically the table and interest rate to 
be used in the calculations. In my opinion, there would be some slight 
advantage if this were actually spelled out in the bill so that there 
would be no question as to—— 

Mr. BLANpDFoRD. May I interrupt, Mr. Myers? 

You mean by that that the language on page 11 of the bill, lines 16 
and 17, which speaks of the actuarial equivalent method in each 
individual case should be—there should be added to that, ‘‘As used in 
the National Life Underwriters Association,” or something of that 
nature, whatever language you mean, some language to add to that? 
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Mr. Myers. Similar to that. For example, I would suggest using 
say the Standard Annuity Table of Mortality at 3 percent interest. 

Mr. BLANpForD. I see what you mean. 

Mr. Kitpay. What plans are available in that regard, recognized? 

Mr. Myers. Well, Mr. Chairman, there are various mortality tables 
that might be appropriate. The one I just mentioned is currently 
being used by insurance companies for their annuity premiums and 
reserve valuations. It just seemed to me that if there were a specific 
table set forth here of a reasonable nature, this would give specifically 
what the basis was and then anybody would know what it was and any 
actuary could determine from the law exactly what the various options 
would be. 

Mr. Kiupay. What I was getting at now is: Would you be in posi- 
tion to furnish us with recognized tables which are used, so that we 
would know the choice that we had or we should make on it? 

Mr. Myers. Yes, sir. 

As I stated, there are several tables. It is not absolutely necessary, 
but I think it would be desirable to specifically mention the table and 
some sort of a reasonable interest rate, so that the basis would be as 
clearly spelled out in the law as possible. 

Mr. Buanprorp. May I ask, Mr. Chairman, if those tables are 
spelled out in the civil service retirement law or any other type of law? 

Mr. Myers. In some laws, these tables are spelled out. They are 
not spelled out in civil service retirement because the civil service re- 
tirement system does not use the actuarial equivalent method. 

Mr. BLaNprorpb. But there is precedent for using a standard table 
of mortality rates? 

In other words, what I am getting at is that a rate where the life 
underwriters can meet in a convention and decide to change those 
rates overnight, or is that—what legal significance do those standard 
tables of mortality rates have? 

Mr. Myers. These have legal significance in many respects. For 
instance, inheritance-tax laws contain a reference to a specific mortality 
table so that the public at large knows exactly what table will be 
applied to their particular case. 

Mr. BLanprorp. I see. 

Mr. Myers. An actuary in San Francisco can look at the law and 
make calculations and come out exactly with the same results as 
one here in Washington. 

Mr. BLanprorp. But it is a uniform acceptance throughout the 
United States of a standard table which has been in effect for a long 
period of time? 

Mr. Myers. I perhaps didn’t make myself clear. 

It is a uniformly accepted principle of naming a specific table. 
Now, there are various tables applicable for various purposes, so that 
for some purposes, such as life insurance, there may be one table 
applicable. If that table is named, then there is one set published 
table that everybody will know what it is and will be used. 

Mr. BLANpForp. I see. 

Mr. Myers. If I might go on. 

Another point in regard to the joint and survivor options is that 
in the bill the retired member may elect a reduced payment for his 
wife of, as the language states in the bill, “not to exceed 50 percent 
of the retirement or retainer pay.”’ 
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Now, from an administrative point, I think that might create some 
difficulties in that each person that comes up for retirement might have 
a different figure in mind. One fellow might want 49 percent. 
Another man might want 48 percent. I think, and it would seem to 
me that the Uniformed Services Survivor Benefit Board should have 
the right to establish certain standard rates that the man might elect, 
such as 50 percent, 40 percent, 30 percent, 20 percent, 10 percent, 
so as to give a reasonable choice but not an unlimited one. 

Mr. BLanprorp. You suggest the addition of the words ‘such 
annuity may not exceed 50 percent or such other percent in units of 
10,’ language of that nature? 

Mr. Myers. Something like that I think would simplify the work. 

Mr. Kitpay. It should have certain definite brackets and not have 
to figure each one individually? 

Mr. Myers. Yes, sir. That is the accepted actuarial practice in 
various types of plans that give joint and survivor options. They 
give maybe three or four or five different brackets that may be chosen. 

Mr. Kinpay. That would reduce the administrative cost considera- 
bly, wouldn’t it? 

Mr. Myers. That would help quite a lot, because then the Board 
could publish illustrative tables, and the members would know just 
what was available, instead of the members writing in and saying, 
“How about 37 percent?” and then the Board would have to make all 
sorts of calculations and the member might change his mind, and so 
forth. This would make it on a much simpler administrative basis, 
I think, and at the same time give reasonable flexibility to the retired 
members. 

Another point that I had in mind that is quite common in retirement 
systems and survivor systems such as this that would help adminis- 
tratively is in regard to what might be called the acerual dates in 
section 18. The way that section reads, the way I interpret it, there 
would be partial payments made for the month that the member died 
and possibly for the month that the beneficiary ceased receiving 
benefits. 

Now, it is quite customary, instead of doing that, to do something 
that accomplishes essentially the same result, to give a full month’s 
pay in the month of the member’s death, and to give nothing in the 
month that the beneficiary terminates. 

As a result, this does balance out and it saves the administrative 
complexity of figuring all sorts of little pro rata payments. This 
procedure is followed under many retirement systems and has proved 
to be administratively cheaper than giving these pro rata payments. 

Mr. Kitpay. Well, when we had this up at our last meeting, from 
my original reading of it I thought that is what it provided. 

Then my attention was called to the fact that it would accrue from 
the date of death and be payable in the following month. Your 
point is to make it or have it accrue at the same time that it is pavable 
or to avoid half months or quarter months or fifteen-sixteenths of a 
month or something of that kind. 

Mr. Myers. Yes, sir: that is correct. 

Another poiat that I had in mind was the treatment that is given 
in the rather complicated case of a retired member who returns to 
active duty, as provided in section 10. 
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This, of course, is quite a difficult problem to handle. The bill it 
seems, in some ways is too liberal with retired members and in other 
ways it is not. 

Thus, for instance, if a retired member who has taken a reduced 
annuity returns to service, he continues in effect to pay this reduction 
in his annuity and at the same time he pays as a contributory member. 

If he should die in active service, all of his money that was withheld 
from his retired pay is returned to his beneficiary. So in that case, 
really more is paid than should be actuarially. 

On the other hand, if this member retires a second time, if that is 
the correct phraseology, he has in effect paid double protection for 
his period of return to duty. 

Mr. BLanpForp. That is not section 10, Mr. Myers. Section 10, 
Mr. Chairman, if you will recall, is the man who would be affected by 
the dual-compensation laws and couldn’t draw retired pay. 

Mr. Myers. It is section 11. 

Mr. Buanprorp. That is right. 

Mr. Myers. Section 11; I am sorry. 

Mr. BLanprorp. May I read this as an illustration, Mr. Chairman, 
because I think this is a problem that the committee faced at the last 
meeting which is very complicated. I have an example here which 
may clarify it or else make it a little ambiguous, I am not sure. 

A colonel, aged 50 vears, retires after 28 vears of service. He is en- 
titled, at that time, to retirement pay at the rate of approximately 
$6,000 a vear. He wishes $3,000 of this to continue to be paid to his 
wife after his death. As I explained before, the amount to be de- 
ducted from his retired pay is arrived at by a complicated formula 
which takes into consideration the man’s age, the woman’s age, joint 
life expectancy, and the mortality table and interest rate used. If 
we assume that the wife at the time of his retirement is 45 years of age, 
and we make use of the Standard Annuity Table of 1937—which is a 
good standard to use, I assume. 

Mr. Myers. Yes, sir; that is the one I suggested. 

Mr. BLanprorp. And an interest rate of 24 percent, we arrive at a 
reduction in this case of 17 percent of the officer’s retired pay, or 
$1,120 a vear. 

In other words, to guarantee that his widow will be paid $3,000 a 
vear, he must deduct $1,120 a year from his $6,000 a vear retirement 
pay. 

This payment if paid into the fund from the time of his retirement 
on the basis of his life expectancy—until the day of his death, will be, 
on the average, sufficient to pay the widow’s annuity of $3,000 until 
her death. That is the way it is feasible to do that. 

Now, should this officer return to active duty for a period of 5 years 
and fail to deposit in the fund the $1,120 each year, the amount 
necessary to pay his widow would be short five times the $1,120 plus 
interest, or $5,880, at the time of his return to retired status. 

Now, to offset that, of course, he is contributing a much lesser sum 
from his active-duty pay, according to these rates. But you can see 
that that fund on this example would be short $5,880, which is the 
amount that he should be contributing to pay his widow in the event 
of his death to guarantee the solvency of the fund. 

Mr. Kitpay. Was it short $5,000 

Mr. BLANDFORD. $5,880. 
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Mr. Kitpay. Between what he actually did pay and what he would 
have paid. 

Mr. BLaNnpForD. Now, of course, if he dies while on active duty, 
his widow will get the amount based upon his active-duty pay, and 
the amount that he has contributed into the fund from his retirement 
fund, if I am not mistaken, is returned to the estate. 

Mr. Myers. Yes, sir; under the bill. 

Mr. BLanpFrorp. Now, does that make sense to you? I know it 
was complicated to me and I am not quite sure that I understand it 
yet. 

“ Mr. Myers. That is exactly how it works out. 

Mr. Gavin. At that point, the question you asked, Mr. Kilday, 
that differential in there from retirement, what would it amount to? 

What would that differential be? 

Mr. Kitpay. Mr. Blandford says $5,880. It wouldn’t be short 
all of that, the fund would be short all of that because he has contrib- 
uted a lesser amount. 

Mr. BLANDFOoRD. Say 12 or 14 dollars a month for a period of 
5 years, which would be $140, or savy—$200 for a year for 5 years 
would be $1,000. 

Mr. Kiupay. That is what I mean. So it is actually short $4,880 
or whatever it is. 

Mr. BLanprorp. That is right. 

Mr. Kitpay. The balance would be a crediting of the actual con- 
tribution. 

Mr. Buanprorp. I still think there is a profit to the fund some- 
place in there, if a retired member comes back on active duty and 
has to contribute to two funds. 

Mr. Kitpay. What is vour proposal with reference to that? 

Mr. Myers. First, | would like to discuss it a little bit. 

Mr. Kitpay. Go right ahead in your oWn way. 

Mr. Myers. There is no precise solution to it. It has been de- 
scribed quite accurately. There is in addition the complication that 
he is contributing to both funds at that time, and there is this loss to 
the fund in this case of roughly $4,000, also the fact we must consider 
that the benefits paid if he dies in his active service are different than 
those if he dies when he is retired. 

Now, I think from what vou might say purely an actuarial stand- 
point, the most precise solution would be one which probably isn’t 
acceptable. I will go over that first and then give another way which 
| think is a little better approximation to creating good equity. 

From an actuarial standpoint I believe that the retired member 
when he returns to active duty should continute to remain for the 
purposes of this system as a retired member. 

In other works, he should continue to have that deduction. If he 
dies in active service, the benefit should be paid just the same as 
though he had died on the retired list. In other words, he would not 
join the contributory active system. 

Mr. Kinpay. Once retired, always retired for this purpose. 

Mr. Myrrs. That is correct, sir. 

Now, that would have a difficulty for the retired members who had 
not elected to take this reduced joint and survivor annuity and who 
return to duty. They would then become contributory members. Or 
you could rule them out and say that, once a member is retired, he can 
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no longer participate in this system in any way even though he 
returns to duty. Now, that might be too harsh. Maybe you wouldn't 
want to do that. But that would leave the system, then, as you can 
see, in exactly the same position as though the retired member had 
always stayed retired. 

Mr. Buanprorp. Then you have this further problem, to add to 
what Mr. Myers said, that you get a retired member back and then 
in the course of events, he is promoted. 

Mr. Myers. That is just what we were talking about here. 

Mr. BLanprorp. And he is bound by his original retirement. We 
have many cases of men who have retired as lieutenants or maybe 
captains who are now perhaps colonels. 

Mr. Myers. Yes. 

Mr. BLanprorp. And yet their widow would not benefit by that 
promotion in any way, shape, or manner. That is the offsetting 
reason Why the man contributes. Then he goes back into the retired 
roles. Of course, he goes back in the original grade in which he is 
retired unless he is advanced on the retired list, in which case he has to 
make a new, or there has to be a new, actuarial equivalent made in his 
case, which is the fair way of doing it. 

Mr. Myers. Yes. 

Mr. Parrerson. You will allow a mah who is recalled to active 
duty from the retired list to be promoted, if he is retired for a dis- 
ability? 

Mr. BLanprorp. Retired for disability and recalled to active duty 
he can be promoted. And in many instances are. 

Mr. Kiupay. If 1 remember correctly, that has not always been 
true. 

Mr. BLuanprorp. 1941, Mr. Chairman, is when they passed the law 
because there were many cases of people who did not. 

Mr. Kintpay. The Committee on Military Affairs, if I remember 
correctly, back at the original mobilization before the war, or before 
the time of the war— 

Mr. BLanpForp. 1941. 

Mr. Kinpay. Permitted promotion after return from retirement. 
In other words, if he left active duty he would go in the grade to which 
promoted while back on active duty. But prior to that time, if he 
returned to active duty, if he were promoted when he went off activ: 
duty, he would revert to his retirement grade when he went on active 
duty. So the law has not firmly been committed one way or the other 
on that, unless you regard the law of 1941 as a firm commitment. 

Mr. BLanprorp. The Career Compensation Act removes all doubt 
now, Mr. Chairman, in view of the fact that it says that a person 
retired for disability shall be advanced and retired in the highest grade 
satisfactorily served. Then we also provide that if a retired membet 
is recalled to active duty, he should go back on the retired rolls in the 
highest grade satisfactorily served. 

Mr. Kitpay. I had overlooked that. That is correct. When w 
revised the pay system in the Career Compensation Act, we did accept 
the concept of 1941. 

Mr. Parrerson. How about the old retired people, those who were 
in the service before—what was it, ’37 or ’38 or someplace along there? 

Mr. BLanprorp. Those people who went out prior to 1941 are the 
cases that have caused the difficulty. There was no authority in law 
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to advance them on the retired rolls. To my knowledge, there is no 
authority today, unless they qualify under the Career Compensation 
Act for the retirement, in the highest grade satisfac torily served. 

In other words, a man who was retired prior to 1941 for disability 
serving in a higher grade than his permanent rank who does not 
qualify under the Career Compensation Act is still not entitled to 
retirement in the highest grade satisfactorily se ved. 

Mr. Kiipay. Well, the situation prior to the Career Compensation 
Act and the act of 1941 is highly complicated. There was one factor 
came in there of the second retirement being incident to a disability 
incurred while serving in the higher rank after recall. So for the 
purposes of this, I think we can go no farther back than the Career 
Compensation Act and regard that as-a revision of the previously 
existing benefits and work from the Career Compensation Act entirely, 
because this is for the future. 

Mr. Myers. Now, if I might, then, turn to what I believe would be 
a possible solution that would, | believe, be somewhat more equitable 
than the provisions in the bill, if the first, what vou might say the 
more precise, actuarial solution would not be acceptable because of 
the difficulties just outlined. 

Under this basis as I have thought it out, when the individual 
returned to active duty the deduction from his retirement pay—in this 
case it ran about $1,100 I believe it was—would be suspe nded during 
all of his period in active duty and would be resumed ag ain upon his 
second retirement. 

Now, this would differ from the provisions in the bill in that if the 
man died in active service all the deductions that had been made from 
his retired pay during his first retirement would be held in the fund. 
So the fund would in effect be paid for the protection that was fur- 
nished that man during his first retirement. Then when the man 
retired the second time that deduction would again be made as the 
current protection was given. 

Mr. BLANprorpD. You mean that the retired man recalled to active 
duty who dies on active duty will offset the man who will go from a 
second retirement back on the retired rolls? You are saying that the 
two will offset each other, so that the loss of $5,880 to the fund in the 
one case will be offset by the man who dies while on active duty who 
had already contributed money into the retirement fund because that 
money will be gone forever as far as he is concerned. 

In other words, there will be no rebate to his widow; so, 
offset the other. 

Mr. Myers. Well, there is an offsetting effect. Actually, I think 
under the provisions of the bill here the fund would make a profit on 
these retired people that return to duty, a profit which I think is not 
needed to make the system financially sound and a profit at the expense 
of these men which I don’t think is actuarially equitable. 

Mr. BLuanprorpb. But if the man goes back on the retired rolls after 
having only contributed to the active-duty list for 5 years, do you 
agree that the fund has also suffered a loss? 

Mr. Myers. Well 
Mr. BLANDForD. 
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sizable deduction that was taken or would have been taken from hi 
retired pay. 

Mr. Myers. Yes; that is right. That is apt to happen. But, o: 
the other hand, I think more than offsetting that will be the fact tha 
the fund will gain from the deaths in that period, also, the deaths no 
only of the man but also the wife. You see under this proposal if « 
man, say, is on the retired list for 3 years and returns to active dut) 
for 5 years, during that active duty for 5 years he will not contribut 
to the fund from his retired pay, but at the same time, however, if lh 
dies during that period the fund will have the profit of all that he has 
contributed in the past and in addition if his wife dies during tha 
5 years, when he returns to the retired list, there will still be deduction: 
made and the fund will profit. 

It can be shown and I will be very glad to work out a simple exampI: 
for the committee of just how this works out, starting off with, say 
a group of men who are on the retired list for 5 vears and then retur 
to active duty so as to show how the fund will make out under m) 
proposal as compared with how it would be if these men had stayed 
retired throughout their whole lifetime. 

At the same time, I think it would be somewhat more equitable fo: 
these retired people who, under the basis of the bill, I think the fun 
is really making a profit on. 

In fact, | could show it on the three bases: assuming the men stayed 
retired all the time, and then making the “return to duty’? assumption 
and considering the effects under my basis and under the basis in the 
bill, which I believe will show that the fund will profit slightly by my 
proposal, but will profit very greatly under the proposal in the bill 
By the fund profiting means that the retired people who do return t 
duty are being penalized. 

Mr. Kitpay. You work out those examples and provide them fo 
the record, Mr. Myers. 

Mr. Myers. Yes, sir; I would be glad to do that. 

(The matter referred to follows: ) 

FEDERAL Security AGENCY, 


SociaL Security ADMINISTRATION, 
Washington, D. C., September 21, 1951, 
Hon. Paunt L. Kinpay, 
Chair man, Special Subcommittee, 
Committee on Armed Services, House of Representatives, 
Washington, D.C. 

Dear Mr. CHarRMAN: In accordance with your request, I'am herewith sub 
mitting two memorandums on joint and survivor annuity options, supplementing 
my testimony on H. R. 5169 before vour subcommittee on September 18. 

If I can be of any further assistance to you on this matter, please do not hesi 
tate to call me. 

Sincerely yours, 
Ropertr J. Myers, Chief Actuary. 


SEPTEMBER 20, 1951. 
Memorandum. 
Subject: Use of specified table for joint and survivor annuities, 


Section 8 (a) of H. R. 5169, provides for the payment of joint and survivor 


annuities upon the election of the retired member. The survivor annuity is not 
to exceed 50 per centum of the retired pay. The reduced annuity payablk 
throughout the lifetime of the retired member—even though his wife should 
predecease him—is to be computed “‘by the actuarial equivalent method.” 


In my testimony, I suggested that it would be desirable for various reasons 
elucidated therein to name a specific table and interest rate, such as the 1937 
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Standard Annuity Table at 3 percent. It has been argued that no specific table 
should be mentioned because of the possibility of it becoming outdated. This 
criticism is perfectly valid in regard to matters involving a single life, such as a 
settlement option in connection with a life-insurance policy. However, it has 
little validity in connection with joint and survivor annuity options where the 
important matter is the relative relationship of the mortality of two lives. 

In order to demonstrate this, I have computed factors according to several 
bases for a man age 60 with a wife 5 years younger for a survivor pension equal 
to 50 percent of the full retired pay. The reduction factors to be applied to the 
full retired pay are shown in the table below, along with the value of a single 
life annuity of $1,000 per vear for comparative analytical purposes: 


} 


Reduction 


Martality table Interest | factor for joint | Value of single 
? rate } and survivor life annuity of 
annuity $1,000 per year 

Percent Percent 
Standard annuity -—_. | 3 78. 5 $12, 900 
Do 216 77.4 13, 500 
Combined annuity | 3 2:3 11, 900 
United States white, 1939-41 | 3 riz ha | 11. 500 


The Standard Annuity Table, which has been widely used by insurance com- 
panies in recent years, was based on insurance company experience as was also 
the Combined Annuity Table prepared 10 years earlier. The United States 
White Mortality Table for 1939-41 was based on the total white population of the 
country. 

(As may be seen, there is relatively little variation in the reduction factors 
regardless of the mortality table used or the interest rate, and this same fact 
would also be true for any other mortality tables used. This is the case even 
though the actual mortality rates are considerably different as between tables. 
Thus, considering the Standard Annuity Table at 3 percent as compared with 
the United States White Table for 1939-41, also at 3 percent, the reduction 
factor varies by less than 1 percent relatively, whereas the value of a single life 
annuity varies by about 12 percent. 

In summary, this analysis has indicated that the advantages of specifically 
naming a@ mortality table and interest rate in the legislation far more than offset 
any disadvantages arising from a basis becoming outdated since the variation in 
the resulting reduction factors is very slight for different mortality and interest 
assumptions, 

Ropert J. Myers. 


SEPTEMBER 21, 1951. 
Memorandum. 
Subject: Procedure for payment of joint and survivor annuities upon return to 
active duty. 

Section 8 (a) of H. R. 5169 provides for joint and survivor annuities upon the 
election of the retired member. The survivor annuity may at the option of the 
retired member be any proportion (but not to exceed 50 percent) of the full 
retired pay; for administrative reasons, I have suggested that the Board be given 
authority to designate what percentages should be available so that the member 
will have ample choice but not an unlimited opportunity of taking any figure 
that he might desire. Correspondingly, the retired member receives a reduced 
rension throughout his entire lifetime (even though his wife should predecease 
him) with such reduced amount being determined by “the actuarial equivalent 
method.”’ 

If the retired member returns to active duty, section 10 provides that he shall 
make deposits with the fund equal to the amounts normally withheld from his 
pension to provide the survivor annuity. For example, if the full retirement pay 
were $3,000 per vear but the retired member elected to give his wife a survivor 
annuity of $1,500 per year, his reduced pension might be $2,400 (depending upon 
his age and his wife’s age). This $2,400 would be payable throughout his lifetime 
regardless of whether his wife predeceased him, but of course it would be suspended 
if he returned to active duty. While he was on active duty, he would of course 
receive full pay but would be required to pay the fund $600 per vear as represent- 
ing the difference between his full retirement pay and his reduced retirement pay. 
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Section 11, in combination with section 8 (a), provides that where a retired 
member who has elected a joint and surv‘vor annuity option returns to active 
duty, during such period of active duty the survivor annuity will not be available 
if he should die while he is on active duty (but rather in that case the contributory 
benefits of secs. 3 and 4 would apply, since he would be compulsorily covered 
thereunder However, section 11 does provide that for such deaths in active 
service of former retired members there shall be a refund either to his widow or 
to his estate of the total amount deducted from his retired pay for the joint and 
survivor annuity option (presumably including also any amount which is paid 
under sec. 10 during his postretirement active service 

In my opinion, this is not an equitable procedure for handling this problem 
Such individuals who die after return to service are treated too favorably, since 
they receive back all the money they have “‘paid’”’ for the joint and survivor 
annuity option despite the fact that over their retirement period they had had 
survivor protection which they should have paid for. Furthermore, there is the 
very anomalous situation that a retired member whose wife had died would upon, 
return to active duty and death therein, have returned to his estate all ‘‘pre- 
miums’’ paid, whereas if he had died at any time while retired there would be no 
such refund, since it was part of the agreement that if the wife died first the re- 
duced pension wouid still be payable thereafter. (The solution of this anomaly 
would, of course, be to pay the refund arising under sec. 11 only to the widow, 
which could be accomplished by striking out the last two words of line 23 on p. 
14 and the rest of sec. 11 thereafter.) On the other hand, individuals who retire 
again, after their return to active duty, are unfavroablv treated because they 
have had to pay for survivor protection during their period of return to duty 
when no survivor benefits would have been granted with respect to them if they 
had died during that period (other than the mere refund described previously). 

In this memorandum, I shall suggest several ways in which there would be a 
more equitable actuarial approach to this problem. A precise solution would be 
if the retired members would not be permitted to join the contributory system 
for active members if they returned to active duty. (This would apply to all 
retired members and not merely to those in this category who had elected the 
joint and survivor annuity option, in order to have equity and consitency of 
treatment as between individuals in this category.) Accordingly, if this were 
done, then the provisions of section 10 could be retained so that the “premium” 
for the joint and survivor annuity option would cotninue to be paid upon return 
to duty and, correspondingly, the survivor annuity under section 8 (a) would 
have to be made available during such period, all of which could readily be done 
by changing the definition of ‘‘active member’ in section 2 (c) so as to exclude 
retired members and, correspondingly, section 11 would be deleted. 

(nother procedure which might be followed would be to suspend both the pay- 
ment of the ‘‘premium”’ for the joint and survivor annuity option and the eligi- 


bilitv for survivor annuities during the period of return to active duty. This 
would be very simple administratively and, on the whole, would be quite equit- 
able. From a drafting standpoint, I believe that it could be accomplished by 


merely deleting sections 10 and 11. 

Next, there may be examined the cost effects on the fund of three bases—the 
two suggested above and that actually in the bill, as compared with what the cost 
would be if the retired member did not return to active duty. Quite obviously 
there would be no relative cost effect whatsoever for my first proposal since for 
both “premium” and survivor benefit purposes the retired member returned to 
active duty would be considered as though he had always stayed retired. For 


al 


this purpose, let us examine a group of 10,000 couples, with the retired member 
being age 55 and with retired pay of $3,000 per year and with his wife being age 
50. (This large number of same-aged couples is selected merely for illustrative 
purposes to obtain a significant number of figures in the results shown.) 


member would receive a reduced pension of $2,443 per year and the surviving widow 
would receive $1,500. Further, it is assumed that mortality follows exactly at all 


On the basis of the 1937 Standard Annuity Table at 3 percent interest, the retired 


times (whether during retirement or upon return to active duty) the Standard 
(Annuity table, and that there are no divorces. 

First, let us assume that all surviving members return to active duty for | year 
after having been on the retired roll for 5 years. At that time there are 9,232 
surviving members, of whom 8,893 have a wife alive and the other 339 are 
widowers. During the next year, 182 men die, of whom 175 leave surviving 
widows. For the particular vear during which this group has returned to duty 


the “premiums’”’ paid under the bill amount to $5,092,000, while the refunds made 
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for the 182 deaths amount to $558,000, so that the fund would have a ‘‘net profit”’ 
of $4,534,000. Under my second basis, the fund would not collect $5,092,000 in 
“premiums”’ and at the same time would not have to meet the survivor benefits 
on the 175 widows created in the year, which would have a present value of 
$4,305,000. 

As a result, for this example, under my basis the fund would have a ‘‘net loss’”’ 
of $787,000. (It should, of course, be recognized that all these figures are hypo- 
thetical and do not represent the actual amounts which would be involved since 
the returns to duty would probably not be anywhere as large as herein indicated.) 
Although this “‘net loss’’ might seem very large, being some 15 percent of ‘‘pre- 
miums’’ in the year, it does not weigh heavily when measured against the total 
“premiums” which would be collected from this group during the combine:  gtioor 
of their first retirement and their subsequent retirement. Thus, during such 
period the grand total of the ‘“‘premiums”’ would be r akie $100 million, so that 
the ‘‘net loss” involved for 1 year of return to duty would be less than 1 percent 
relatively. 

Moreover, it might be pointed out that, if the example had assumed that the 
return to active duty would take place 10 vears after retirement rather than 
5 years thereafter, my basis would show a slight profit to the plan, since the 
‘premiums’ not colleeted in the vear would be —_ $187, 000 less than the sur- 
vivor benefits which would otherwise have accrued, but which would not be paid. 

In summary, if my first proposed method were unacceptable on pr ics vy grounds 
I believe that my second method would be desirable, since it is adn trativels 
simple and can be readily explained. It is true that there would be some slight 
additional cost to the fund in respect to those who return to duty in a few vears 
after retirement, which would be, to some extent, offset in respeet to those who 
stayed on the retired roll for a relatively long period before returning to active 
duty. However, the net additional cost would not have a significant financial 
effect on the fund, both because of its relatively small size per retired member 
who returns to active duty and also because of the relatively small number of 
retired members who do return to duty. 

On the other hand, I believe that the method contained in the bill is inequitable 
in that it gives overly favorable treatment for retired members who return to 
active duty and die therein (especially in respect to those whose wives predeceased 
them) and, at the same time, gives very unfavorable and inequitable treatment 
to those who return to active duty and retire for the second time, since they must 
pay for protection that they have never had. However, if the committee believes 
that the fund should not lose in the case of retired members who return to active 
duty, but rather should make a substantial profit from them, then the procedure 
in the bill might be followed. But in that case, I would urge that for consisteney 
and equity, the change that I suggested earlier be adopted, namely not to pay 
refunds for such deaths in active service where the widow pre deceased the member 
quite obviously this would result in even more savings * the fund). 

Ropert J. MYERS 





Mr. Kitpay. Now, in civilian retirement, is this very often present 
or is this something more or less peculiar to the military service with 
our recurring partial mobilizations, total mobilizations, and what not? 
Isn’t this more or less something peculiar to the military service? 

Mr. Myers. I think, Mr. Chairman, that problem to some degree, 
to a greater or lesser degree, is present in all retirement systems. 

For instance, civil-service retirement when a man retires for the 
first time and then later returns to duty, the net effect of that is that 
his annuity is suspended while he returns to work and when he retires 
the second time that annuity is paid to hint without any increase for 
his additional service. 

Mr. Kitpay. Even though he may have been promoted? 

Mr. Mynrs. Even though he may have been promoted; civil-service 
retirement says once a man is retired he stays retired. 

Mr. Kinpay. Yes. But that is not true in the military as we have 
been discussing here. 


Mr. Myrrs. Yes, sit 
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Mr. Kitpay. The various acts down to the Career Compensatio: 
Act. 

Mr. Myers. Each different system has its own peculiarities whic! 
must be taken into account in determining what to do about thes: 
people who do return to duty a second time. 

Mr. Kiupay. Each is its own case and our problem is to provid: 
an equitable and sound basis under the laws affecting the military. 

Mr. Myers. Yes, sir; I think so. 

Mr. Kiipay. Did you have some other points, Mr. Myers? 

Mr. Myers. No, sir; that concludes all the additional technica 
points that I had. 

Mr. Parrrrson. Is this being figured out strictly under the Caree: 
Compensation Act or are you taking into consideration the old acts? 

Mr. Bianprorp. No. There is no concern about the old pay bil 
and saved pay will be out of the way in 1952 so you don’t have to 
worry about that. 

Mr. Parrerson. There will be some older officers. 

Mr. BLanprorp. Your older officers under the retired rolls will 
come in and qualify, those that are alive, under their old pay scales 
In other words, there is no problem of two pay laws insofar as the 
retired member is concerned today. You don’t have any problem. 
All you have to do is figure how much his retired pay is and deduct 
so much from it, if he wants to give his widow up to 50 percent of his 
retired pay. You don’t have any problem. You could pay him 
under any pay law, the 1908 law, 1922, ’42, ’46, or any of them. 
You would be all right. 

Mr. Parrerson. I wanted to be sure of that. 

Mr. Bianprorp. That is for a retired man. He just receives a 
certain amount. The problem, is how much you are going to take 
out of retired pay in order to assure his widow a continued pay. 

In event of his death. That is the only problem. That can be 
worked out on any kind of a pay scale, no matter what his pay is. 

Mr. Kitpay. Any further questions? 

(No response.) 

Mr. Kintpay. You have some questions? 

Mr. Buanprorp. Yes, sir; I have. 

Mr. Myers, I would like to go back to several points. You stated 
that this fund would be self-sustaining, except in the event of an all-out 
war in which there would be heavy casualties. 

Now, so far there have been no statistics which indicate where 
the breaking point comes in, that is, what you would consider as 
casualties so heavy that the fund would not be self-sustaining 
throughout its normal career. 

Now, I assume that you had to figure your study on an Armed 
Forces strength of 3% million men to start with. You, of course, figured 
that it was on a mandatory basis. That is point one. 

Now, let’s sav on 3% million people and a mandatory basis with all 
contributing to it. In vour opinion—perhaps you haven’t this figure, 
but how many service deaths per year make that fund insolvent? 

Mr. Myers. Of course, that is a very difficult question to answer. 
There is really no sharp breaking point. 

Mr. BLanprorp. No. I just wanted some kind of an estimate. 

Mr. Myers. There is a shaded area there. Under peacetime con- 
ditions I believe the system will be more than self-sustaining. In other 
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words, I think that later on when the examination is made of the actual 
experience, Which is the only real way of knowing what the system 
costs, it may be possible to either raise the benefits or lower the con- 
tributions somewhat. But again, only experience will tell that. 

Mr. BLanpForp. Let me ask you this question. Perhaps this 
will help you. Let’s assume that this act was in effect on June 1, 1950. 
Let’s assume that it was a mandatory contribution plan and that we 
have now had 80,000 casualties in Korea of which perhaps—lI don’t 
know the death figure, but perhaps——— 

Mr. Suorr. Fourteen thousand. 

Mr. BLanprorp. There have been 14,000 deaths. Now, as an 
actuary, would you say that 14,000 deaths since June 1, 1950, would 
jeopardize the solvency of this fund? 

Mr. Myers. In my opinion and this, of course, is just an offhand 
guess, really—because | haven’t made any detailed calculations 
since my actuarial consideration has primarily been given to review- 
ing the calculations made by the actuaries of the Prudential Life 
Insurance Co.—I believe that casualties of that extent, fourteen or 
fifteen thousand in a year, would not endanger the solvency of the 
fund, assuming that that didn’t go on year after year after year. 

Mr. Buanprorp. So far, it is safe to sav, then, that had this 
been in effect prior to Korea that the fund would have been self- 
sustaining. 

Mr. Myers. Yes, if the fund had been in operation for a few years 
and it had built up some reasonable surplus, I feel quite confident 
that the system could have borne the casualties that have been 
incurred, 

Mr. BLanprorp. Now, let me ask you this question. You have 
based your actuarial study of course on a mandatory contribution 
plan. Let me ask you this question as an actuary. Do you believe 
we are sound in using in this bill figures in specific amounts for deduc- 
tions, or do you think that we would be on a much sounder basis if 
we applied a percentage factor to each of the various grades? 

Now, the reason I say that is this: Let’s assume there is a per- 
centage pay increase granted to members of the Armed Forces some- 
time in the future. The payment to the widow is based upon a 
percentage factor, isn’t it? 

Mr. Myers. That is right. 

Mr. BLanprorp. Yet, if we use specific figures in the deductions 
from here, we will always have to go back and revise those figures 
over and over again in the event there is any percentage figure applied 
to pay increases or pay decreases, is that not correct? 

Mr. Myrrs. Yes; that is correct. 

Mr. Buanprorp. And also would you agree that for the next 5 
vears at least the deductions for some of the range involved here, 
particularly the men with 26, 27, 28, 29, and 30 years of service, are 
not sufficient to make each grade self-systaining within itself? 

Mr. Myers. Yes. I stated that the system was in the aggregate 
self-supporting, meaning not necessarily that each grade or class was 
self-supporting. 

Mr. BLanprorp. That is 

Mr. Myers. I think, I agree with you that in the particular rate 
schedule that was set up of course, there are many complications. 
You can’t have exact self-support in each class, because you want a 
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smooth grading. But in the particular schedule that is set up, | 
think there could be differences of opinion between actuaries as to just 
how to set the schedule. Personally, I would have made some slight 
revisions, but I think no great harm is done in the schedule that is 
developed because the Board is going to make a study on this in the 
future and then it can really determine a much more equitable basis 

Mr. Buanprorp. Of course, I am thinking of the next 5-vear 
period: Would vou agree or would you suggest that a percentage factor 
be applied rather than straight monthly deductions, in specific 
amounts to the nearest 25 cents to avoid any administrative problem? 

Mr. Myers. Well, I think that is rather hard to say. I think the 
present basis is satisfactory, but I think a percentage basis could 
possibly be worked out, too. I haven’t considered that fully. 

Mr. BLanprorp. My reason for saying it is that vou pay the 
beneficiary on a percentage factor but you don’t deduct from the men 
on a percentage factor. It seems to me to be consistent that both 
should be on a percentage factor. 

Mr. Myers. Well 

Mir. BLanprorp. Because it is possible to increase the pay of the 
Armed Forces we will say on a straight 10 percent factor, which 
increases the beneficiary’s income but vou then would have to go back 
and revise your whole scale of deductions, unless it was on a_per- 
centage factor. 

Mir. Myers. As I think about this a bit more, my ideas are that 
perhaps a percentage basis such as vou suggest wouldn’t quite work 
out because these dates are determined in part from family relation- 
ships and dependency relationships even though the benefits are 
reared to pay. Although part of your cost is determined on your pay 
level, not all of it is. 

Mr. Buanprorp. For the children, that is true. 

Mr. Myers. Now, the problem what vou do if vou increase the pay 
of the Armed Forces seems to me resolves itself in that the particular 
schedule in the law would have to be changed and should be changed, 
I believe, almost certainly on the same percentage basis that vour pay 
scale is changed. Your system will then be in the same position as it 
was before. 

Mr. BLanprorp. It would require revision of both. That is what 
I want. 

Mr. Kinpay. Is there anything further? 

(No response. 

Mr. Kitpay. Thank you, Mr. Mvers. Weappreciate your coming. 

Mr. BLanprorp. Thank you very much, Mr. Myers. 

Mr. Kinpay. Mr. Kroll, come around, please. 


STATEMENT OF CEDRIC W. KROLL, ACTING GOVERNMENT 
ACTUARY, TREASURY DEPARTMENT 


Mr. Krouu. Yes, sir 

Mr. Kinpay. Your full name for the reporter, Mr. Kroll. 

Mr. Kroiu. My name is Cedrie W. Kroll. 

Mr. Kinpay. What is your occupation, Mr. Kroll? 

Mr. Krouu. I am acting Government actuary at the Treasury 
Department. It is my understanding that I am here as an actuarial 
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adviser and that my remarks will in no way represent the policy or 
the position of the Treasury Department with respect to H. R. 5169. 

Mr. Kitpay. Have you examined this bill, H. R. 5169? 

Mr. Krouu. I have; and I have examined figures which have been 
prepared by the Prudential Life Insurance Co. and I have also looked 
at figures prepared by Captain Hoyt. 

In regard to the solvency of the plan, I feel as Mr. Myers did that 
over-all the plan is self-supporting in time of peace. 

Mr. Kinpay. When you say over-all, you mean in the aggregate? 

Mr. Krout. That is right, sir. 

Mr. Kitpay. Without going into the question of the various grades 
or age groups, but that the entire plan is self-sustaining? 

Mr. Krouu. That is right. 

Mr. Suorr. He said, in time of peace. 

Mr. Kitpay. Oh, ves. 

Mr. Snort. Isn’t that right? 

Mr. Kitpay. That is right. Of course, we all realize that should a 
heavy catastrophe occur and a large number of deaths result among 
members of the armed service it would be quite a different matter. 
It is impossible to determine on any sort of actuarial basis just what 
size contributions we would need in order to support the plan if heavy 
casualties occurred, 

However, the bill provides for changing the rates, and [ assume the 
benefits could also be changed, so that it would be possible to adjust 
for catastrophes where casualties were very heavy. 

Mr. Kinpay. As I understand the bill as presently drawn, the 
benefits could be changed by law only, whereas the rate could be 
changed by the Board, isn’t that correct? 

Mr. Krout. I see. 

Mr. Buanprorp. No, sir. Only by act of Congress, also. They 
may recommend to the Congress, Mr. Chairman, a change in the rate, 

Mr. Kitpay. Yes; that’s right. 

Mr. Gavin. The Board recommends. 

Mr. Buanprorp. Yes, sir; but they can’t automatically make the 
change. 

Mr. Kinpay. I reeall our discussion on that. That is right. 

Mr. Kroui. However, the question was brought up in regard to 
casualties since 1951, I believe. 

Mr. BLanpForb. June 1950. 

Mr. Kroui. June 1950. The plan could stand heavier casualties 
over a short period of time. As Mr. Mvers pointed out, the costs of 
the benefits do not strike overnight. That is, annuities to survivors 
are paid over a long period of vears, whereas a large number of sur- 
vivors might come along in any particular vear and their payments 
would be spread out over maybe 20, 30, 40 or 50 years, so that the plan 
would have time to catch up and provide these annuities. 

These benefits are not like lump-sum insurance payments. If they 
were lump-sum payments, they would have to be paid in the year 
in which the casualties occurred and they would put quite a burden 
on the fund. But due to the fact that they are annuities, the plan 
can level out again and take care of the bad years during good years. 

Now, the amount of surplus that we have on a peacetime basis 
would naturally take care of a certain amount of that. I am not pre- 
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pared to guess as to how far it could go. But again, I come back to 
the fact that the bill does provide for changes in the rates. So that 
firmly believe that the plan is workable and that it could be self- 
supporting. 

Mr. Kivpay. Of course, in the event of this catastrophe which yo 
speak of, your liability as to that catastrophe would be fixed then an 
in taking care of it over the ensuing years as you say, maybe 20 to 5: 
years, it wouldn’t be an actuarial problem any longer. You woul 
know what your obligation was because of that catastrophe. 

Mr. Krouu. Well, ves; but of course you would have the possibilit, 
of future catastrophes—— 

Mr. Kitpay. I understand. 

Mr. Kro.i. Coming along, minor or major as they might be. So 
that you always have the problem of looking into the future somewhat 

Mr. Kitpay. Oh, yes. But in connection with the review of th 
rates by the Board and its recommendations to Congress, when that 
catastrophe has happened, then in order to keep it on a permanen| 
solvent future basis, you would have to take care of that catastrophe 
in your rates and still maintain it on an actuarial solvency basis fo: 
the future. 

Mr. Krouu. That is right. 

Mr. Kiupay. Of course, it is conceivable that it would get so high 
that it was no longer possible to maintain if the intensity of war should 
advance. 

Mr. Krouu. That is right, sir. 

Mr. Kitpay. We would all be in that boat, then, wouldn’t we? 

Mr. Krouu. That is correct. 

It has been pointed out that in these atomic times in case of a severe 
catastrophe the survivors might be as hard hit as the soldiers them- 
selves. So it is a guess as to what the future holds. 

However, I think we all feel that we are right in using ordinary 
actuarial standards with which to judge the future because if anything 
else occurs it would be just too bad. That is about all I can say in 
regard to the soundness of the system. 

Mr. Kitpay. You spoke of the atomic age, which points up the faci 
that every retirement system in the country would be subject to thy 
same situations as this one, wouldn’t it? 

Mr. Krouu. Well— 

Mr. Kitpay. The present concept of strategic atomic warfare. 

Mr. Krout. I would say that insurance companies would be in th: 
same position. 

Mr. Kiupay. Yes. 

Mr. Krouu. That is, this plan is actually an insurance plan fo: 
military personnel. 

Mr. Kixpay. Yes. 

Mr. Krouu. We can think of the annuities in terms of their equis 
alent lump-sum amounts. In other words, we have here a term insur- 
ance plan. If casualties should occur, it would be hard on the privat: 
companies as well as this plan. 

Mr. Kitpay. And the diminishing factors would be present there 
too. Would you say in the event of an atomic attack, the potential! 
survivors are subject to perhaps even a greater hazard than the strictls 
military personnel who are deployed on a strategic or tactical basis? 

Mr. Krout. That is right. 
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Mr. Kitpay. Whereas, the civilian population are more or less con- 
centrated. 

Mr. Krouu. That is right, sir. 

Mr. Kiipay. But it is your opinion that in time of peace the plan 
suggested by the bill would be self-sustaining? 

Mr. Krouu. Yes, sir; from all the figures that I have examined it 
seems that it would be. A year ago there was a point brought up in 
regard to antiselection on the part of men retiring and electing sur- 
vivor annuities for their wives. We attempted to make an estimate of 
that cost. Of course, that must be remembered. We have to take 
care of that antiselection cost. 

On the basis of the bill as it is now written, I think there will be 
plenty of money to take care of that as well as the benefits paid on 
account of death in service. 

Mr. Kiupay. Did you have anything further, Mr. Kroll? 

Mr. Krouu. | would like to make a few comments on the points 
that were discussed by Mr. Myers. 

Mr. Kitpay. Go right ahead. 

Mr. Krouu. In regard to setting down a specific table in the bill, 
[ was just wondering if it might not be better to do as Civil Service 
has done and write in the bill a percentage reduction based on age and 
so on. The other way, if vou put in a specific table, tables have a 
habit of becoming obsolete and then vou are stuck with an act that 
has an obsolete table in it, whereas, if you spell out a certain percentage 
reduction it has no connection with any table and it can never become 
obsolete because that is what the law provides. It could be established 
on an actuarial equivalent basis now, that is, the percentage reductions 
could be established on what we consider an actuarial equivalent basis 
at the present time, and that could be left in the law to continue for 
the future. Then we would not be faced with the problem of having 
to change our table. It is very difficult to change a tabie because it 
might cause unfairness to someone who has retired in the past or to 
someone who is going to retire in the future. Any change in the table 
will cause a certain amount of inequity between past retirements and 
future retirements. So it is bad to change a table. Unless we put in 
there specifically what the percentage reductions shall be, then we will 
be faced with this thing of having an obsolete table at sometime or 
another. 

Mr. Kitpay. How do commercial insurance companies solve that 
problem? If a table is included in the policy and becomes a matter of 
contract, it can only be changed by mutual consent. In this instance, 
if it is included in the law it can only be changed by subsequent law. 
How do the insurance companies solve that? 

Mr. Krouu. It seems to me 

Mr. BLANpForp. I may say, Mr. Kroll, that the distinction is this: 
[ have a contract with an insurance company now that will pay me so 
much a month when I attain the age of 60. 

That is a guaranteed sum of money. It may not be worth much, 
but that is what it is going to be when I attain the age of 60. 

Now, if they had said they would pay me 20 percent of the cost of 
living for the same amount of dollars I am paying today, I would have 
a pretty nice deal. That is what I think is wrong with this dollar 
deduction. You are paying dollars against a guaranteed percentage 
factor. That is where I think the distinction comes between this and 
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commercial insurance, because commercial insurance only guarantees 
you a specific number of dollars. They don’t guarantee you something 
that may be changed 5 or 10 years from now. 

Mr. Kitpay. I don’t follow you. 

How does this apply? 

Mr. BLanprorp. We are paying widows 25 percent of basic pay 
Now, I anticipate that we will see percentage increases applied to thi 
military someday in the future. It is quite possible. In other words, 
we may not revise the rates of the Career Compensation Act. W: 
may just grant temporarily or for any indefinite period a 10-percent 
pay increase or a 20-percent pay increase. The act lends itself to 
that type of increase. But vou are still stuck with these old deduc- 
tions of $1.50, $2.50, and $3.50. Those deductions are based up- 

on present pay seales and have no relationship to the factor of a 
possible pay increase in the future based upon a percentage factor 

Mr. Kitpay. Of course, in any bill, doing that, there should b: 
included an increase in the table based upon an identical percentage. 
Of course, we can’t bind any future Congress. 

Mr. Buanprorp. No. But I think it can be worked out very 
easily. Now, I gave vou the example, if you recall, the other day of 
a warrant officer who was complaining because he was getting less 
return than a second lieutenant. You recall that discussion. It was 
in the record. That would be solved entirely by a percentage factor, 
if you apply a percentage factor. 

Mr. Kitpay. Yes. Of course, the thinking in connection with the 
Career Compensation Act was that we were revising the pay scales 
for the first time since 1908 and hoping to place them in such position 
that in the event of increases in costs of living — a percentage 
increase could be granted, either on a temporary or permanent basis. 

Mir. BLANDForD. Yes, sir. 

Mr. Kitpay. And likewise, a percentage deduction in the event of 
a decrease, which no one could anticipate probably. 

Mr. BLANpForp. Yes, sir. 

Mr. Kitpay. That is the philosophy of it and that is our hope 
Sut in seeing pay legislation over a period of a few vears, I don’t know 
hat we can expect the logical or proper thing to happen in connection 

with pay legislation. 

Mir. BLANDFORD. Suppose they applied say a flat $400 to every- 
body in the Armed Forces. Let’s use that as an example. Then vou 
have to go back in my opinion and review this law which is based 
upon straight dollars. If vou have a percentage figure, 2 percent, 01 
| percent, ora half of 1 percent, it would apply to the $400 as would 
apply LO any thing else. 

Mr. Kinpay. I think there is a great deal to what vou have to say 
I believe the Department in prese ‘nting this emphasized the fact of 
re set deduction in reducing the administrative costs in the payment 

f people »seattered all over the world. 

Mr. Buanprorp. Well, you could make it to the nearest 25 cents 
as we did in the pay scales in the Career Compensation Act. I think 
it will solve that problem. 

Mr. Kinpay. Of course, every major doesn’t get the same pay. 

Mr. BLANDFoRD. That is right 

Mir. Kinpay. Or every commander or lieutenant commander. So 
that in paving over in Korea, vou can’t look at a man’s rank and know 
what his pay or his percentage would be. 
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Mr. Buanprorp. It would just go on his pay card. 

Mr. Kinpay. Because under the old pay law, you had fogeys— 

Mr. BLanprorp. Longevity. ptm. 

Mr. Kripay. Longevity. 

Mr. Buanprorpb. As a matter of fact, Mr. Chairman 

Mr. Kitpay. It is an issue we are going to have to consider and 
determine in the committee. 

Mr. Kroll, did I understand that you are inclined to the percentage- 
wise deduction? 

Mr. Krouu. Well, I rather like the idea. For one thing, when 
salaries change the deductions will change automatically. 

Mr. Kitpay. That is right. 

Mr. Krotu. I think that is a good point. I don’t know what the 
administrative difference would be. I have no way of telling. 

Another thing that it would do: It would show at a glaace the burden 
carried by each individual grade and rank. You can look at the 
present table and the figures progress very nicely, but the percentage 
between the different grades and ranks are quite a bit different, 
whereas, you are not fooling anyone with a percentage table. The 
soldiers can look right down the line and see what percentage each one 
is paying, whereas, if vou use flat amounts it is somewhat hidden as 
to what the percentages are. Of course, anyone can figure them out 
if they take the trouble. 

Mr. Kinpay. Well, that is, as I say, an issue that we are going to 
have to take up in the committee and we would like to get the various 
views on it. 

Then, of course, we will go back further with reference to the admin- 
istrative difficulties of the very peculiar pay system, in the military 
as compared to civilian. 

Mr. Kroiu. As I say, from what little I have heard about it here 
this morning, [ like the idea of the percentages. 

Mr. Kinpay. Yes, sir. 

Mr. Krouu. Now, there is one other thing in regard to the joint 
and survivor annuity election. 

| don’t know whether this had been suggested or not. Perhaps 
there is something unsound about it, but it occurred to me that as vou 
said before once an officer retires or an enlisted man retires he stays 
retired. If he would be called back to duty, it seems to me that he is 
doing his country a favor by coming back into service and that 
actually he should be allowed to continue in his retired status as far 
as the option is concerned, that is to have the deduction taken from 
his pay and have his wife remain in the same status continuously. 

In regard to the objection—I forget Just what the objection was in 
regard to the people who had not elected the option coming back into 
the service, 

There I believe, it was brought up that it would be compulsory for 
them to take the 

Mr. Buanprorp. No. Having once been retired and having made 
the election, if he comes back on active duty, | would assume that we 
would have to continue him without the election, so that he would not 
be protected, 

Mr. KRoiL. Well 

Mr. BLANDForD. He wouldn't be a problem, because he never made 
an election. He would be a man without—you would have to assume 
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it on the voluntary basis, you see. You couldn’t have a mandatory 
system in effect there. 

Mr. Krouu. Well, it seems to me this bill could be worded so that 
the man who had not elected the option coming back into the service 
could or could not participate in the active set-up. 

Mr. BLanprorpb. Then, you are giving advantage to the man who 
is retired and hasn’t made an election to come back on active duty, 
and elect to be covered by the fund, which would protect him while 
he was on active duty. 

Granted when he goes back on the retired roll, the previous election 
having been made would be binding. But in the event he died while 
on active duty, of course, he would be really helping his widow at a 
time when it might be anticipated that he could look forward to death. 

In other words, he would be an older man coming back on active 
duty and if you allow him then to elect to go on the active-duty-pay 
system, you, I am sure, can anticipate a higher death rate from that 
group. 

Mr. Krouu. That is correct. 

Mr. BLuanprorp. And he would be contributing nothing, you see. 
He never had been contributing anything. Then all of a sudden he 
goes in, after this system has been in effect for years, active duty; and 
if he dies while on active duty his widow really has a very nice income 
toward which he has not. been contributing throughout his career. 

Mr. Krouu. I am not too much disturbed by that fact, though. 

Mr. BLanprorpb. Well. 

Mr. Kroxu. Because these men that are called back from retire- 
ment are usually higher ranking officers. That is they are called back 
at older ages, I believe, is that correct? 

Mr. BLanpForp. Can be almost any age, actually. But generally 
speaking, they are older officers, that is correct. 

Mr. Kinpay. I think that is true. 

Mr. Krouu. They would be paying the same amount of contribution 
or not much greater contribution, about the same, as officers somewhat 
younger. 

Mr. Bianprorp. In other words, you take a man commissioned 
from civilian life in time of emergency and make him a colonel, directly 
we will say, and he immediately starts contributing to the fund. He 
might be 52 or 53 years old. He is in the same situation. 

Mr. Krouu. That is right. 

Mr. BLanprorp. That is what you mean? 

Mr. Krout. That is right. 

Mr. BLanpForp. There is a lot in what you say. 

I think that is true. 

Mr. Krouu. I am not too much concerned about the fact that we 
are having unfavorable experience there. 

[ think the point in regard to section 18 about the full payment in 
the month of death of the annuitant and no payment in the month of 
death of the beneficiary is a good suggestion. 

I believe that about covers the points that I had in mind. 

Mr. Kitpay. Any questions of Mr. Kroll? 

Mr. BLanprorp. I have some questions, Mr. Chairman. 

Mr. Kinpay. Go ahead, Mr. Blandford. 

Mr. BLuanprorp. Mr. Kroll, if this is a question that you feel is a 
matter of policy, I think you can just indicate it as such and refrain 
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from answering because that will be understandable. But as an actu- 
ary, do you feel that a 20-year-old or 21-year-old boy or a 23-year-old 
or 24-year-old boy who enlists in the service for 4 years who elects we 
will say if it is put on a voluntary basis to contribute to this fund and 
then after his 4-year enlistment is out, leaves and has nothing to show 
for it, has received a very good protection for his money during the 
t years that he was serving on active duty? 

In other words, do you think that this is a mighty good term insur- 
ance policy for any youngster? 

Mr. Krouu. Well, I am not prepared to say whether that is a good 
rate or not. Let’s see, 50 cents a month would be about $6 a year. 

Mr. BLANDFORD. $6 a year to protect for example, his mother to 
the extent of we will say $20 a month for the rest of her life. Do you 
think in a fast calculation that is a pretty cheap investment? 

Mr. Krouu. Well, it would depend on whether his mother was 
dependent or not. 

Mr. BLanprorp. Well, I am assuming he has a dependent and that 
is why he went into the fund. 

Mr. Krouu. Well, if his mother is dependent, I would say it is a 
very good buy. 

Mr. Buanprorp. I agree with you. I just wanted to see if you 
agreed with me on that. 

Mr. Krouu. Of course, if he had no dependents 

Mr. BLanpForpD. That is a different proposition. Then I think you 
are faced with the situation as to whether you want to make this 
voluntary or mandatory. If it is voluntary and he has no dependent, 
of course, unless he has some desire to build up an estate, just to 
have an estate in the event of his death, then I think there would be 
no reason for him taking out the insurance. 

Now, my next question is one that perhaps you haven’t given any 
study to but perhaps you will and that is how do you think these 
rates would have to be changed if this is put on a voluntary basis? 

Mr. Krouu. Well, I have seen some studies on the present basis and 
on the voluntary basis and the fund was somewhat short on the 
voluntary basis, or dependency only basis. 

Mr. BLaNnpForD. In other words, you agree on a voluntary basis 
there must be some increase in the rates all along the line? 

Mr. Krouy. Yes; but I don’t think it was too bad. That is, I don’t 
think the increase would need to be too great. 

Mr. Bianprorp. I assumed and I took a crack at this that we 
would have about one-third participation of the enlisted men and 
about 80 percent participation by the officers. That is a very con- 
servative figure. I may be way off. But I assuming that one-third 
of the enlisted men have dependents and that they will therefore get 
into the fund and that about 75 to 80 percent of the officers have 
dependents and that they also will get in the fund and those are the 
logical ones that will take out this insurance. 

Mr. Krouu. That is right. 

Mr. BLaNnprorp. In the event that you have an opportunity, would 
vou give that some study? 

Mr. Krouu. All right sir. 

Mr. BLanprorp. Now, I would like to ask one other question, Mr. 
Chairman, which I think is a very serious one and has been brought 
to the attention of the committee by correspondence from one of the 
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insurance companies. I think it is a question we have to answer 
very definitely and that is with regard to the hazard rates. 

In the first place, let me ask you this, Mr. Kroll. 

Are the hazard rates in the bill now self-sustaining by themselves 
for the people who are engaged in hazardous duty? 

Mr. Krouu. In regard to the hazardous rates, I haven’t made any 
study of that. 

Mr. BLuanprorp. Mr. Myers, have you made any study of that? 

Mr. Myers. Yes, I have. 

Mr. Buanprorp. Are the hazard rates self-sustaining? 

Mr. Myers. No; they are not. 

\[r. BLANDFoRD. Now, we understood that the outset, of course, 
that this was an aggregate approach and that the average man in 
the service recognized the fact that people involved in hazardous 
duties were performing duties that were of benefit to him as a mem- 
ber of the Armed Forces and that they were willing to bear a portion 
of their cost. 

Mr. Krouv. That is right. 

Mr. BLanprorp. Now, my question is this: If in the near future, 
the Air Force expands to 163 groups and vou increase the personnel 
of your Air Force considerably, increase the number of pilots, increase 
the number of air crews, what effect do you think that is going to 
have on this fund? 

Mr. Krouyu. Well, it would definitely have an effect. Of course, 
I realize that the rates for hazardous duty now are entirely too low, 
but I don’t know how high they would have to be. 

Mr. BLANDForD. That is exactly the point, Mr. Chairman. | 
think we have a problem we have to settle. We can’t guess, I am 
sure, what is going to happen to the Air Force, but the indication is 
that it will expand to some extent. 

To what extent, we don’t know. Now, if the rates of the Air 
Force and naval aviators and submarine pay—as far as | am con- 
cerned all special pays—are increased, [ mean, the number of people 
entitled to those pays are increased and if the hazard pay rates today 
are not self-sustaming, at what point does it become a danger to the 
solvency of the fund? That is what bothers me. 

Mr. Krouu. Well, that would require some study and perhaps we 
could prepare an approach to that. 

\Mir. BLANpForD. Well, I would like to submit, Mr. Chairman, if 
I may to Captain Hoyt and perhaps—I have only two copies that | 
made but I can make other copies—a proposed percentage deduction 
which would, | think, cover the hazard pay situation to some extent. 
It may not be adequate to cover 163 group expansion and I don’t 
think that we can very well legislate today on an anticipated expansion 
to 163 groups, but I do think that the problem is there. 1 would like 
to submit this percentage breakdown which I have attempted to 
compute, which will give you—I can just give you approximately 
what it will result in. I can give you a deduction, for example, from 
a major general flying of $23.25 a month as compared with the rate 
in the bill now of $16.75. 

It would require a deduction for a brigadier general of $20.50 as 
compared with $15.50 now. It is based upon a percentage factor of 
2.5 percent for major generals drawing hazard pay as contrasted 


with 1.75 percent for a general of the line. 
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Now, in the lower rates, because your casualties are much higher 
in hazard pay in the three lower officer grades, I have increased that 
to 3 percent, on the fair assumption that that is where almost all of 
the casualties are occuring—not all of them but a large proportion 
of them. 

I think that we have to make some revision in the deductions. 

Mr. Kitpay. Let me suggest that you submit that to Mr. Myers 
and Mr. Kroll and I will ask you to let us have a statement from you; 
it probably wouldn’t be necessary for you to come up. 

After you analyze it, let us have a report on it. 

(The information referred to above is as follows: 


SEPTEMBER 24, 1951. 
\lemorandum. 
From: Robert J. Mvers and Cedrie W. Kroll. 
Subject: Adequacy of proposed contribution rates for voluntary plat 

In accordance with the request at the hearing on H. R. 5169 on September 18 
we have considered the modification of the contributory survivor benefit plan so 
as to place it on a voluntary basis for those who do not have dependents I) 
accordance with this change, the contribution rates scheduled have been increased 
Moreover, the contribution basis has been changed from a uniform amount 
dollars and cents for each pay grade to a specific percentage of pay (varving wit! 
pay grade 

We have been asked to examine the adequacy of the contribution schedul 
proposed, especially considering a varving proportion of those without dependents 
participating in the system and an increased proportion of officers in flying 
status, 

First of all, we should like to state that we are heartily in favor of the revised 
method of determining contributions as a percentage of base pay. This is more 
equitable than charging uniform amounts for each pay grade since benefits vary 
within each pav grade for those having different lengt! 
contributions should desirably vary likewise (as they will under the percentage 
method), 

Under the original provisions of H. R. 5169 (under which there was compulsory 
coverage for new entrants into the Armed Forces and a lower contribution schedule 
than is now being considered) the ratio of benefit obligations incurred in a typical 
year to contributions collected in that vear is about 78 percent. This would leave 
quite an ample safety margin to meet fluctuations in cost as well as to provide for 
the cost of antiseleection in regard to the joint and survivor annuity options for 
retired members. Moreover, it should be remembered that for peacetime condi- 
tions the cost estimates are on a very conservative basis so that in our opinion, 
if anvthing, there would be even more margin than indicated 

Using the same basic data and methodology, we have applied the new contri- 
bution schedule to the cost estimates. The attached table shows the resulting 
ratios of benefits incurred in a vear to annual contributions, for varying assump- 
tions as to the proportion of those without dependents who participate and for 
varving assumed proportions of officers in flying status. It should be noted that 
under the coverage provisions considered, there will always be some without 
dependents who must participate since once a member has had dependents, he 
must continue to participate even though he may lose those dependents. For 
instance, a man who is married must continue to participate even though his wife 
might die or the marriage might be broken through divorcee. Accordingly, the 
figures shown in the last line for ‘‘none of those without dependents participating”’ 
could not eventuate. In fact, in our opinion with proper educational procedures 
and considering human inertia, the proportion of those without dependents who 
take the positive action of electing not to participate will be quite low. Accord- 
ingly, it is quite possible that 75 or 90 percent of those without dependents will 
participate. 

In assuming varying proportions of officers in flying status, it is hypothesized 
that the relative ratio of enlisted men to officers would remain the same as now 
{at approximately 8 to 1) but that the proportion of officers in flving status varies 
At present, this proportion is between 20 and 25 percent, but might rise in the 
immediate future. However, it would seem that 85 percent would be the maxi- 
mum limit and, in fact, would probably be unattainable 
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From this table it may be seen that the ratio of benefit obligations incurred t: 
contributions is, in the great majority of instances, lower than the 78 percen: 
ratio for the original provisions of H, R. 5169; it is higher only for the cases when 
none of those without dependents are participating and for 30 and 35 percent of 
officers in flying status if only 25 percent of those without dependents participate, 
all of which combinations and possibilities seem quite unlikely. In fact, it would 
appear that a conservative estimate of what will actually eventuate as to thos 
without dependents and as to the proportion of officers in flying status would 
show a ratio of 65 to 70 percent Accordingly, the proposed contribution schedule 
appears to be quite adequate for the voluntary coverage provisions and for any 
reasonable increase in the proportion of officers in flying status, 

In fact, the contribution schedule proposed would seem to make the system 
more adequately financed relatively than was the case under the original pro- 
Visions, and they, too, provided for very adequate and conservative financing 
Moreover, the revised contribution schedule results in quite good equity as betwee: 
the various grades, and especially as between officers and enlisted men; thus o1 
the whole each grade will pay for itself and in fact generally has about the same 
margin of safety. The degree of equity as between the various grades is somewhat 
better achieved under the proposed schedule than under that in the origina 
version of the bill. 

Attention is called to the fact that this study has been based on rates of mor- 
tality among members of the armed services during 1948. The degree of con- 
servation of the contribution rates studied would, of course, vary with the fluctua- 
tion between peace and war time conditions. It is felt that the proposed rates 
would provide a margin of safety under the conditions which now prevail in 
Korea. However, should extremely heavy casualties be experienced for a long 
period, it might be necessary to increase the rates. Under present circumstances 
however, it is considered that the above rates provide an excellent margin of 
safety with which to begin the operation of the plan. 

Ropert J. MYERs. 

Crepric W. KRo.t. 
Estimated ratio of benefit obligations incurred in a year to annual contributions ! 
for contributory survivor benefits plan for various assumptions as to proportion 
without dependents participating and as to proportion of officers in flying status 


Assumed proportion of officers in flying status 
Assumed proportion of those without dependents ? 
who participate 


20 percent | 25 percent | 30 percent | 35 percent 


Percent Percent Percent Percent 
All 57 t 5g 62 te 
4) percent 59 61 64 6b 
75 percent 62 64 67 bY 
EN narcen ~ on a pind 
0 percent 67 70 73 r 
25 percent 74 77 80 SS 
None 82 RH 88 92 


1 Contribution rates are modified from those in H. R. 5169 to reflect voluntary coverage nature of plan a 
modified and are expressed as percent of pay as follows 


l a : 
Pay grade Base pay| "oa oe! Pay grade | Base pay | oy 
Percent Percent Percent Percent 
O-6 to 8 2. 25 3.00 || E-5 to8 2. 00 1. 04 
O-1 to 5 2. 00 3. 00 E-4 50 1. OU 
W-1 to4 2.00 2.00 E-3 1.25 1.00 
E-1 to 2 75 1. 04 


Based on 1948 data, 81 percent of officers, 46 percent of enlisted, and 50 percent of the total Armed Fore 
had no dependents 
Based on 1948 data, 22.4 percent of all officers were in flying status 


Note.—For the original compulsory coverage provisions and the lower contribution schedule of H. K 
5169, the ratio of benefits to contributions is about 78 percent (for 22.4 percent of officers in flying status 
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Mr. Kixupay. Is there anything further of Mr. Kroll or Mr. Myers? 

Mr. Buanprorp. No, sir. 

Mr. Kintpay. Thank both you gentlemen for coming up. Do we 
have any other witnesses this morning? 

Mr. BLanprorp. No, sir. There are no other witnesses. 

(Aside. ) 

Mr. Kitpay. Without objection, there will be included in the 
record at this point the letter written by me as chairman of the 
subcommittee inviting persons to appear and give their views with 
reference to this bill and replies which we have received thus far to 
those letters. 

(The letters above-referred to are as follows: ) 


Hovusk OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICEs, 
Washington, ) pal ol August 22, 1951. 
Mr. Jupp C. BENson, 
President, The National Association of Life Underwriters, 
New York, N. Y. 

Dear Mr. Benson: Last vear when the subcommittee of which I was chairman 
was considering proposed survivor benefits legislation in the nature of the bill 
H. R. 8035, your association expressed considerable interest in the matter. 

I thought you would be interested to know that a new bill has been introduced 
on the matter, H. R. 5169, which incorporates some of the objections which were 
raised last year. 

May I at this time offer you an opportunity to appear before our subcommittee 
to express the views of your association or any life insurance company that might 
be interested in the matter concerning the actuarial soundness and all other 
features incorporated in the proposed bill or not appearing in the proposed bill. 

The subcommittee will meet sometime after September 12, 1951, and will be 
glad to hear from you if you so desire sometime after that date. 

Sincerely, 
Pau. J. Kiupay, 
Chairman, Special Subcommittee. 


THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS, 
New York, N. Y., September 12, 1951. 
Re H. R. 5169. 
Hon. Pau J. Kiupay, 
Chairman, Special Subcommittee, Committee on Armed Services 
House of Representatives, Washington, D. C. 

DearR Mr. Kiupay: Your letter of August 22, 1951, to Judd C. Benson, the 
immediate past president of this association, regarding the subject bill has been 
referred to me for answer. Unfortunately, it arrived at my desk during my recent 
absence from the office on vacation, which accounts for my failure to acknowledge 
it sooner. 

Inasmuch as this measure was so recently introduced, neither I nor, I believe, 
any other representative of the life-insurance industry has as yet had an oppor- 
tunity to give it the careful study that it obviously merits, particularly with 
respect to the actuarial soundness of the proposed plan. If, for example, it 
develops that the plan is set up on a purely peacetime basis and in complete disre- 
gard of such events as the Korean war and of the ever-present threat of world 
war III, we feel that there will exist a serious doubt as to its soundness. Similarly, 
if the plan is set up without taking into appropriate account the increased mortality 
rates among servicemen which may be expected as the result of the tremendous 
expansion in the Air Force now getting under way. 

It may well be that our present doubts as to the actuarial soundness of the plan 
will ultimately prove to be groundless. Onthe other hand, if we become convinced 
that they are not, we will certainly want to take advantage of the invitation 
extended by you to appear before your special subcommittee to make known our 
views and findings. 

As I have already stated, we have not as yet had time to study the bill thor- 
uughly, nor, unfortunately, will we be able to devote an appropriate amount of 
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time to such a study for the next 2 or 3 weeks because of the fact that we are now 
in the midst of preparing for, and will soon be obliged to attend, our annua 
convention, which will be heid in Los Angeles during the latter part of this month 
You may rest assured, however, that the bill will be brought to the attention of 
and discussed by, our board of trustees and committee on affairs of veterans and 
If it will be at all possible, therefore, we should appre 


servicemen at that time. 
to make an appearance sometime early i: 


ciate being given an opportunity 
October 

I might add that there are certain other features of the bill, primarily concerned 
with the administration of the proposed plan, as to which we have some question 
However, we believe that it will be better to reserve comment on these feature 
until we have completed our study of all phases of the bill. 

In closing, I should like to express to you our appreciation for the thoughtfu 
invitation that vou have extended to us. 

Very truly vours, 
CaRLYLE M. DuNaway, Counse 

Mir. Kinpay. Now, that will be all for this morning. 

We will meet again tomorrow morning at 10 o’clock. 

Mr. Buanprorp. Mr. Chairman, there will be a bill of Subcom- 
mittee No. 2 at 10 o’clock, followed by the special subcommittee at 
10:30. 

Mr. Kinpay. It will be 10:30 tomorrow. We have another matter 
at 10. 

Mr. Gavin. Then we meet at 10:30? 

Mr. Kinpay. At 10:30. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned, to re- 
convene at 10:30 a. m., Wednesday, September 19, 1951.) 
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SURVIVOR BENEFITS LEGISLATION 


WEDNESDAY, SEPTEMBER 19, 1951 


Housrt or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SURVIVORS BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, an, 4. 
The subcommittee met at 10:40 a. m., Hon. Paul J. Kilday, chair- 
man of the subcommittee, presiding. 
Mr. Kinpay. We will now take up H. R. 5169. 


STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, UNITED STATES 
NAVY, RETIRED, EXECUTIVE VICE PRESIDENT AND LEGAL 
COUNSEL OF THE RETIRED OFFICERS ASSOCIATION; ACCOM- 
PANIED BY REAR ADM. JOHN D. MURPHY AND COMMANDER 
HAROLD B. CORWIN, BOTH UNITED STATES NAVY, RETIRED 


Captain WitLensucHER. I am Capt. Franz O. Willenbucher, 
United States Navy, retired, executive vice president and legal counsel 
of the Retired Officers Association. I am testifving today for Vice 
Adm. Harry G. Hamlet, United States Coast Guard, retired, president 
of the Retired Officers Association, who would have testified were it 
not for the fact that he was unable to be present due to illness. 

[ am making the statement on behalf of the association which he 
would have made had it been possible for him to be present. I should 
also like to say that I have with me two members of the staff of the 
Retired Officers Association, Rear Adm. John D. Murphy, United 
States Navy, retired, and Commander Harold B. Corwin, United 
States Navy, retired. 

The Retired Officers Association appreciates the opportunity to 
appear before this committee to submit its views upon the bill, H. R. 
5169, which deals with the very important and-long-neglected subject 
of survivor benefits for members of the uniformed services. 

The purpose of this bill is to provide adequate benefits for the sur- 
vivors of all active and retired personnel of the uniformed services at 
rates within the reach of servicemen. No such benefits have hereto- 
fore been provided. The Retired Officers Association strongly supports 
any legislation which will accomplish such a purpose and, if this bill 
can be amended to do this, will recommend its enactment. 

Our association has been advocating a program to provide benefits 
to survivors of the armed services since 1944. In that year, our 
association prepared a proposal to accomplish this objective, insofar 
as the problem related to the dependents of both active and retired 
personnel, and submitted it to the War Department, which was then 
the responsible agency for the consideration of such matters on be- 
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half of the armed services. Subsequently, and shortly after t! 

Joint Service Pay Committee, headed by Admiral Fechteler, Unite: 
States Navy, met in 1947 to plan and study the pay and retiremen 
for the armed services, this association submitted to that committe: 
for its consideration a proposal to provide survivor benefits for widows 
and dependents of deceased retired personnel of the services in addi- 
tion to pensions already authorized by law for such persons, thes: 
benefits to be based upon contributions by the personnel affecte 

A letter enumerating considerations in support of the proposal was 
also addressed to the Joint Service Pay Committee in September 
1947. The principal reason advanced for the establishment of a 

adequate system of survivor benefits for the dependents of military 
personnel was that justice, equity, and human decency demanded 
that the widows and orphans of deceased military personnel receive 
treatment similar to that accorded to the survivors of other groups 
for which such benefits had been established by our Government. 

The submission of the proposal and letter to the Joint Service Pay 
Committee was followed, in December 1947, by a letter from the 
then president of our association, Admiral David F. Sellars, United 
States Navy, retired, to Secretary of Defense Forrestal, requesting 
his consideration of the position of the association that widows and 
dependents of personnel previously retired should be included within 
the framework of any plan to provide survivor benefits which migh 
be recommended by the committee or the Department of Defens 
That letter concluded with the statement that it was the desire and 
purpose of the association to support any plan for adequate survivor 
benefits which would be comprehensive in application. 

One of the factors of the problem of previding survivor benefits 
for retired personnel is the question of whether such provisions would 
be actuarially sound. In pursuit of the answer to this question, the 
Retired Officers Association engaged the services of a competent 
insurance actuary to make a study and report to the association. 
Such a report was made and, in turn, submitted by the association 
to Secretary of Defense Forrestal in February 1948. The conclusion 
of this actuary was to the effect that the inclusion of retired military 
personnel within the framework then under consideration would be 
entirely feasible and would in no way violate sound actuarily prin- 
ciples, provided that contributions toward such plan were adequate 
and the plan itself was permanent. 

In June of 1950 at hearings on the bill H. R. 8035, which in ou 
opinion was both inadequate and impractical, the Retired Officers 
Association pledged its whole-hearted support of a practical measur 
that would give realistic benefits to survivors of those in the uni 
formed services beyond the meager pensions povided by law, It 1s 
considered that the present bill is an improvement over H. R. 803 

The Retired Officers Association is aware that H. R. 5169 see ks t to 
fill a long-recognized vacuum and represents a step in the right 
direction. It believes, however, that the bill in its present form wil 
fall short in effecting its purpose, in that participation in the pro- 
gram of proposed benefits will be beyond the reach of the majorit) 
of retired members, including those now on the retired lists and thos: 
who will hereafter be placed on the retired lists, whose survivors ar 
the very individuals who need these benefits most. 
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It is a generally recognized fact that the most serious deficiency in 
the retirement provisions for service personnel lies in the area of sur- 
vivor benefits for retired personnel. This is the inescapable conclusion 
that must be reached by anyone who studies the subject. I have no 
doubt that the members of this committee know this or will thoroughly 
appreciate it before the conclusion of these hearings. 

The bill provides an opportunity for members of the armed services 
to themselves provide benefits for their survivors. As was shown in 
the sectional analysis of the bill presented to the committee there is a 
wide divergence in the methods of providing benefits to the survivors 
of those who die while on active duty and those who die after retire- 
ment, 

The need for making provisions for the survivors of all service per- 
sonnel is not controverted by anyone. Granting the need for imme- 
diate remedial action, obviously the proposal should contain provi- 
sions that are feasible and practicable for all those involved. 

As to those on active duty, the opportunity for benefits is made 
mandatory which, although it has merit is also in effect a reduction 
in their already inadequate pay at a time when the pay of practically 
all civilian Federal employees, as a matter of recognized necessity, has 
been or is in the process of being raised. In such circumstances the 
active-duty members cannot but ask ‘“‘Why must we pay for survivor 
benefits eventuating upon death in line of duty, when even more 
advantageous benefits are provided free to all civilian emplovees of 
the Government who are killed in line of duty?’ However, it is not 
our desire to labor this point, or in any wav indicate opposition to 
survivor benefits for active duty personnel who so sorely need them, 
for the costs to members on active duty will be low and the benefits 
relatively comprehensive, covering widows, widowers, children, and 
parents. This low cost to active members is possible, and can easily 
be understood, because of the preferred risks in such a group of indi- 
viduals who have to meet initially high physical standards and main- 
tain them to remain on active duty. 

As soon as an active member suffers disability which makes him 
unable to meet the higher physical standards he is separated from the 
active list either by retirement or by other methods. 

As to members who are retired and on inactive duty, the picture 
darkens. The survivors of these members do not receive the gratui- 
tous indemnity, do not receive the 6 months’ basic pay, nor in many 
instances, do they receive the meager Veterans’ Administration bene- 
fits. The pay of these members has been drastically reduced due to 
their retirement and release to inactive duty. Many of them who 
retired prior to October 1, 1949, received no increase in pay under the 
Career Compensation Act, and are accordingly existing on the 1908 
returned pay standards plus small increases. They are for the most 
part handicapped by physical or mental disabilities or advanced age. 
Their opportunities for gainful employment are reduced or entirely 
eliminated due to their physical or mental condition—you might add 
their age, also—or lack of training or because of numerous and in 
some instances unnecessary Federal laws restricting their employ- 
ment. Comparatively few have been able to create any sort of com- 
petency for themselves and family from the pay of their military 
‘areers for reasons that I am sure are well known to members of the 
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committee. Only a few have, from independent means, such as in- 
heritance or otherwise, been able to provide adequate financial pro- 
tection for their surviving dependents. 

In brief, the vast majority of retired personnel are, in these days of 
increased and increasing living costs, extended to the full limit of 
their financial capabilities to exist. Our association knows this 
through direct contact with its members. 

The great majority of them find it increasingly difficult to provide 
for the mere necessities of life. Many are actually suffering hardships 
from which they are unable to extricate themselves and others have 
had their standards of living reduced far below the point of Govern- 
ment expectation or desire. 

In such circumstances there is a real problem which must be solved 
in order to accord them the benefits of this bill. It is a patent fact 
that the survivors of retired personnel need such benefits to even a 
greater degree than those of active personnel because their surviving 
widows and parents are generally older and less able, by comparison, 
to provide for themselves. 

The bill might be compared to a vehicle which carries a member and 
his family securely along until it comes to the end of the road of the 
member’s active duty, at which point, in his advanced age or infirmity, 
it drops with him and his family over a precipice without any survivor 
benefits. I would be less than frank if I did not point out that the 
tax, so to speak, imposed by this bill, will destroy the opportunity for 
the benefits intended for the vast majority of all members heretofore 
and hereafter retired. The cost for the annuities provided will simply 
be too great for the retired personnel to assume. 

While the problem relative to retired members is in every sense a 
real one it is by no means in our opinion an insolvable one. The plan 
could —and probably should—be a career one covering a member from 
his induction into military service until his severance therefrom 
Such a plan could be self-supporting as to all who become members of 
the Armed Forces in the future, and as to those who are now members, 
could be supported by them with additional appropriate Government 
contributions to supply the equivalent of their previous nonpayments. 
It is the full financial impact of the plan that this latter group is unable 
to absorb. 

Such a plan, as a long-range proposition, would be highly beneficial] 
to the Government. It would, as to those involved, from the date of 
its inception once and for all solve the troublesome question of pen- 
sions which has so concerned the United States Government. 

It should be noted that this proposal to provide benefits for sur- 
vivors of members of the uniformed services will, it is believed, be the 
only Government-sponsored program of its kind in which there is 
relatively no cost to the Government involved. It is reported that 
consulting actuaries emploved by the Bureau of the Budget, for the 
purpose of outlining comparative benefits of the various Federal 
employees’ retirement and survivor benefit svstems, have revealed 
in effect that none of the now so-called noncontributory svstems are 
in fact, totally noncontributory. 

For instance, the Civil Service retirement system which includes 
survivor benefits is supported by a contribution of 6.5 percent by the 
Government, and approximately 6 percent by the employee. The 
Government’s contributions vary as to all other systems which include 
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survivor benefits, running as high as 100 percent in the case of the 
Federal Employee Compensation Act and 22.78 percent in the Foreign 
Service System and 30 percent in the District of Columbia Policemen 
and Firemen system as against a 5 percent contribution by employees 
under the latter two systems. 

In view of this it would seem that there is no sound or just reason 
why the members of the uniformed services who have so long been 
without adequate survivor benefits, should now be singled out to be 
the first and only group to bear the full burden of such a system. On 
the other hand, there is the sound reason that those who most directly, 
at great personal risks, defend the Nation should not be discriminated 
against in safeguarding their own dependents. 

In addition to the prohibitive cost to retired members pointed out 
above it is believed the proposed bill contains the following material] 
defects: 

It does not provide benefits for the surviving dependent children 
and parents of retired members. Certainly these dependents are en- 
titled to the same protection afforded similar dependents of other 
members. 

In providing benefits for the widow of a retired member it makes 
irrevocable his election to come under the plan. Such member must 
designate his then wife and continue to make payments throughout 
the remainder of his life even though his designated spouse predeceased 
him. 

The premium rates for the group insurance plan applicable to those 
in active status are specifically set out in the bill, while the premium 
rates for the annuities applicable to those in retired status are not. 
The latter are to be determined “by the actuarial equivalent method 
in each case.”’ It is believed that the determination of rates for those 
on the retired list should be spelled out more precisely by requiring 
that the current actuarial equivalent table approved and in use by 
commercial insurance companies for the specific beneficiary be applied. 
This would be particularly necessary if payments are limited to the 
life of the beneficiary, and coverage is extended to other beneficiaries 
such as the children or parents of retired members. 

The bill does not affirmatively state that the benefits payable there- 
under are not to be considered as income for income-tax purposes. 
By present law it is believed that the proposed annuities would be 
taxable to the extent that their value exceeds the amount of contri- 
butions to the fund. 

The bill requires an election by retired members within 1 year after 
its enactment, but contains no requirement that such personnel be 
notified by the department to which they are attached of the existence 
of the right to participate. Such notice should be required. 

The bill provides no benefits for the surviving dependents of de- 
ceased personnel. Such survivors need and should ke accorded bene- 
fits. In considering a survivors’ benefit bill it is difficult to say that 
the survivor of a member of the uniformed services who died the day 
before its enactment is not entitled to the benefits accorded the sur- 
vivors of a member who dies the day after its enactment. The reasons 
which justify and require a survivor benefits plan justify and require 
the inclusion without discrimination, of all survivors. This is another 
place where Government contribution to the fund would solve the 
problem. 
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It is recommended that the above-indicated defects of the bill be 
corrected in order that it may be made to serve the purpose for which 
it is to be enacted. 

In conclusion, the Retired Officers Association wishes to again 
assure the committee that it has long advocated and does now support 
the enactment of a survivors benefit plan that will provide adequate 
benefits for survivors of members of the Armed Forces, active and 
retired, which will be within the reach and financial capabilities of 
such members. It believes that the bill now before this committee 
can be so modified as to accomplish such a plan, but that contri- 
butions by the Government will be necessary to provide benefits for 
the survivors of deceased members and supplementary contributions 
will be initially necessary to effect the purpose of the bill as to retired 
members. One thing is sure, if needed benefits are ever to reach the 
large majority of retired personnel such benefits shall have to be 
extended to other dependents besides widows and the costs thereof 
reduced. 

It has been a pleasure for the Retired Officers Association to have 
been afforded this opportunity to present its views on the pending 
measure and wishes to express its gratitude to the committee. 

Mr. Kinpay. As I understand your statement, you feel that the 
bill should be amended in certain respects. Is it correct to say that 
you do not mean by that that you would oppose its enactment unless 
all of those amendments were included? 

Captain WiILLeNBUcHER. Certainly not, because plans can be 
changed and modified as experience seems to dictate, after enactment. 

Mr. Kitpay. In connection with your statement that it is not within 
the reach of financial ability of retired members, will you please give us 
a concrete example of what you mean by that? 

Captain Wi_tenspucuer. The retired pay of retired personnel 
of the uniformed service varies greatly depending on rank and service 
of the individual concerned. However, most except those who have an 
inheritance or some capability of gainful employment and who have 
to live on their retired pay, and our experience with our members leads 
us to the conclusion that a relatively small percentage would be able 
to afford to make the necessary contributions. 

Now, the contributions proposed for the people proposed for the 
retired list must be higher than for those on the active list, because 
it is to be in the form of an annuity rather than group term insurance. 
These contributions will then be substantial and a substantial per- 
centage of the retired pay, itself, at times when the living costs are 
such that I think it is safe to say that a majority of the retired people 
are pretty hard pressed to get along on the retired pay as much. 

Mr. Kinpay. Could you give us a hypothetical case, for instance, 
assuming any rank that you desire, as to pay deduction, and what the 
annuity would be? 

Captain WILLENBUCHER. We have not attempted to work out the 
average retired pay of the individual, but I imagine it might be on the 
order of, let’s say, something between $150 to $200 a month. 

Mr. BLANpForD. You might use the example that was used yester- 
day on the colonel who retired on $6,000 a year, whose wife was 45 
years of age. 

Now, he would have to contribute, if my memory serves me cor- 
rectly, $1,120 a year out of that $6,000 retired pay in order to guar- 
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antee his widow $3,000 a year for the remainder of her life on the basis 
of her life expectancy at age 45. 

Mr. Kiupay. That is about correct? 

Captain WILLENBUCHER. I would think that is about correct, and 
] would think that some of the higher ranking cfficers could meet the 
program, but those of less rank, and I feel they comprise the great 
majority, could not so engage in a program which required such a 
contribution, 

Krom the standpoint of their living standards as they exist now, it 
would not be possible. 

Mr. Kinpay. This is the difficulty of getting a program into 
operation, which we would have hoped to have eliminated. As you 
say, it must be on a permanent basis, so that with the passage of time 
this difficulty would be eliminated because all men on active duty 
would be contributing. The point now is to do justice to those already 
retired. 

Captain WILLeNBuCcHER. Generally speaking, that is true. 

The program is not one that covers the service of the individual 
from his induction into the service until his ultimate retirement. 
Consequently, this problem of bemg able to meet the costs of an 
annuity system which, of course, is on a voluntary basis for those who 
are retired, will confront not only those who are on the retired list 
today, but those who are to be retired in the future. 

Mr. Kitpay. As to other Government retirement programs? 

Captain WiLLeNBUCHER. I was intending to point out that we 
would know of no other Government retirement plan which does not 
have some contribution by the Government for the purpose of the 
survivor benefit portion of the plan. 

Mr. Kinpay. We are coming to that later, as to the contribution, 
hy the Government, the existing retirement plan, at the time of 
retirement the man is required to make his election, and it becomes 
irrevocable under civil service retirement, postal retirement, or 
congressional retirement. 

Captain WILLENBUCHER. I believe that that would be substantially 
correct, but I am not able to answer that specifically. If you are re- 
ferring, Mr. Chairman, to the question of irrevocability, once a person 
selects, a retired person selects, to come under the plan and then being 
bound by it, even though his wife might predecease him, I do not know 
of any other example where that exists, but it possibly does. 

Mr. Kiupay. I grant you that there is a problem there in the case of 
termination for marriage that we are going to have to consider in the 
committee in connection with the bill, but the irrevocable part that I 
was referring to there is where the man does not elect to have the sur- 
vivor benefit, and then wants to elect in because he is entitled to re- 
ceive higher retired pay. 

In other words, once he makes the decision as to the survivor, is he 
bound? 

Captain WILLENBUCHER. I believe that is so in the case of the For- 
eign Service retirement system. I can’t answer specifically, but | 
believe that we could add to that. 

Mr. Kitpay. As to the contribution, of course, the question of con- 
tribution for a service retirement has been with us for a long time. 

Captain WILLENBUCHER. Yes. 
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Mr. Kintpay. Of course, there are a great many who feel that the 
service personnel make no contribution toward retirement comparable 
to that made by other Government employees. I have never full) 
subscribed to that, and have been concerned on subcommittees. 

That is taken into consideration in fixing our rates of pay. All of 
those matters are taken into consideration, all of the emoluments that 
may come are included in our pay schedules for the military, but being 
practical, we know that there is very strong feeling with a very large 
group of people that the service personnel have an advantage of re- 
tirement without contribution. 

Captain WILLENBUCHER. I understand that. 

Mr. Kitpay. So when you come to the question of Government 
contribution, you are also faced with the other proposition of the ser- 
vice personnel contributing as such to their retirement system; is that 
correct? 

Captain WiLtLenspucuer. | understand that, and I know very well 
and I am very pleased to realize your familiarity with that subject 
It has been the retired officers’ feeling that the retirement system as it 
exists now for the uniformed services is one which should probably be 
looked upon as an emolument of the office. Otherwise, from the pure 
standpoint of living costs under which the military people have existed 
over the years, the pay would have to have been high to make it pos- 
sible for them to make the contributions to the system which would 
then have been a contributory one. 

Mr. Kiitpay. I will attempt to be practical a little further. The 
question of putting into this bill Government contribution brings up 
the question of contribution by Government personnel. 

Captain WILLENBUCHER. I think that is so, and the answer would 
have to be met on the basis of the experience of the past, sir. 

Mr. Kinpay. But vou would be hazarding the proposal if that pro- 
vision were brought into this bill. 

Captain WiLLeNBucHER. Mr. Chairman, I look upon the Members 
of Congress as very reasonable, understanding, and very competent 
people, and if the matter were explained, I believe that the basis 
would be fully understood if a contribution by the Government were 
inserted into this bill. 

Mr. Kinpay. We really thank vou for that. 

Captain WILLENBUCHER. It is and has been my deep feeling, sir. 

Mr. Kinpay. But I also know they are very practical people o1 
they don’t stay here very long. 

Knowing the Members, as you do, I am very much afraid that th: 
whole program would be endangered by importing it into there th 
question of Government contribution, because it would immediatel) 
bring in the issue of personnel contributions, as such. 

Captain WILLENBUCHER. I can understand that, and I can also 
well realize that your great experience in this would far exceed m\ 
views, but in that case, I am afraid we would have a case of the 
immovable mass and the irresistible force, because I do not think that 
the provisions for retired people will reach any substantially large 
percentage of them. 

Mr. Buanprorp. Mr. Chairman, in connection with that, it should 
be mentioned that this is to supplement any pensions that thes 
members are entitled to from the Veterans’ Administration, so that 
when you use a 6.5-percent contribution by the individual in civil 
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service retirement and then indicate a cost to the Government of 
6 percent, I think you must correlate that with the fact that this is a 
supplement to a free $60 or $75 pension that the Government will be 
providing these people in many instances, at no cost to the individual 
it all. 

Captain WiLLENBUCHER. Against that, I should like to say that 
many of our civilian emplovees of the Government have served in the 
military and, having been in the same wars, would be entitled to the 
same pensions in addition to the contributions that are made by the 
Government to their survivors system. 

Admiral Murreny. | take my own situation as a case in point for 
the committee: 

| have served in two wars, and my survivors are not entitled to any 
benefits from the Veterans’ Administration, and should I be killed 
today or die, they would not be entitled to them. 

Captain WILLENBUCHER. That is because the Congress has pro- 
vided that no survivor benefits or pensions out of World War IT, and 
during World War I, I believe Admiral Murphy entered the service 
after the time which would have entitled him to it. 

Mr. Parrerson. For instance, a veteran of World War II, who is 
killed today im the streets, what benefits is he entitled to as a veteran? 

Captain WILLENBUCHER. None. I didn’t make the comparison 

Admiral Murpuy. There are people in the service who are not 
ntitled to benefits. 

Mr. Parrerson. Admiral Murphy, vou said vou had no Veterans’ 
Administration benefits, if anvthing should happen to vou tomorrow? 

Admiral Murpny. That is correct. 

Mr. Parrerson. As a retired officer in the United States Navy, 
vou are entitled to hospitalization as long as vou live. 

Admiral Murpny. If I am dead, that hospitalization doesn’t do 
me any good, sir. 

Mr. Parrerson. No; but a veteran is in the same status as you 
are who went through World War II. 

Admiral Murray. That is the exact point. I said people connected 
with the service, who have been in the wars, are not always entitled 
to benefits from the Veterans’ Administration. 

Mr. Parrerson. The only benefits a person would have would be 
disabilities, where they are wounded or hurt, or have malaria, or 
something like that, which caused a permanent disability. 

Admiral Mureny. That is not survivor benefits. 

Captain WiLLeNBuUCHER. I was going to try to explain it this way: 
This was not to be a comparison between the veterans of World War 
Il, but was offered only in consideration of Mr. Blandford’s statement 
that the proposals in this bill are to be in addition to any pensions 
that might otherwise be applicable, and | pointed out that that was 
true, 

Of course, we realized that many of our civil-service employees 
served in wars, as a result of which they are entitled to their pensions 
in addition to whatever contributions are offered by the Government 
to their survivor benefit retirement plans. 

The fellow who served in the war and came out uninjured and who 
might be walking down the street, as the Congressman pointed out, 
if he were to be killed or if he were to die from natural causes, it is 
true that if he was a veteran only of World War IT, his survivors would 
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not be entitled to benefits. The history of pension legislation has been 
that these pension benefits come along some time after the wars, and 
I think it is because of the large numbers who are involved, and as 
you go back to wars that are more distant, the benefits are greater 
within the generosity and wisdom of the Congress. 

Mr. Kitpay. Beginning at page 6, the first paragraph of vou 
statement, beginning on page 6, vou state that the tax contribution 
and deduction would be of such an amount as to prohibit the benefits 
to persons heretofore or hereafter retired. 

Captain WILLENBUCHER. Yes. 

Mr. Kinpay. The tax vou refer to is the deduction provided in the 
bill for active-duty personnel and the deduction from pay. 

As to those already retired, the deduction in the amount of retire 
ment pay being received; is that correct? 

Captain WILLENBUCHER. What that had reference to was not deal- 
ing—this dealt with the question of the retired officer’s ability to make 
contributions and was based upon what we understand to be the 
amounts necessary to give any reasonable benefit to the survivor. 

In other words, I could take my own case, for example:  I[t is true 
I am gainfully emploved and during my gainful employment I might 
very well be able to enter a program like this. Were I merely receiv- 
ing retired pay, it is a question whether I could or not. I suppose 
| could personally by the greatest of economy, and with certain 
changes, but if I, as a retired captain, am not, | know very well the 
retired lieutenants and the somewhat lesser ranking personnel would 
not be able to meet the program. 

Mr. Kinpay. A moment ago I asked vou to assume a hypothetical 
case. You have now suggested that vou assume your own case. 

Would vou mind—I wouldn’t insist on it—but would vou tell us 
exactly what vour case would be? Use your case instead of a hypo- 
thetical case. 

Captain WILLENBUCHER. | was in the Navy for more than 31}: 
vears of active duty, almost a lifetime of my active career. 

Mr. Kinpay. It ts full number of vears required for retirement. 

Captein Wittensucuer. And | have a substantial retired pay. — | 
think my retired pay is on the order of $465 a month. 

Mr. Arenps. At what age did vou retire? i 

Captain WiLLeNBUCHER. I was retired twice. [went back to the 
retired list at 49 veers of age, after a total of more than 31 vears of 
active service; but mine is not a good example, because I do not think 
that the majoritvy—-I know that the majority of those retired are 
of lesser rank, although there are many in situations like mine after 
30 vears’ service. 

Mr. Arenpbs. Retiring at 49. They started awfully early. 

Captain WILLENBUCHER. Well, we are getting into the retirement 
problem on which I know vou are well informed. The point is that 
in order to keep an active military establishment there are certain 
times when there must be enforced retirement. People must be pro- 
moted. They are retired for physical disability and length of service. 

Mr. Kitpay. That applies to laws that have been recently reviewed. 
I don’t intend to get into that. What I wanted to develop for the 
record, so that we could have it for the full committee and the House, 
is what character of impact there would be on those presently retired 
in the event that the svstem set up in this bill were adopted. 
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As I said, | wanted a hypothetical case. 

Of course, the requirements for active-duty personnel are not 
prohibitive. So your statement that those hereafter retired, vou 
were not referring to the contributions required in the bill. 

Captain WILLENBUCHER. No, sir. 

Mr. Kitpay. But to the reduction in the retired pay of persons 
hereafter retired in order that their survivors would secure the 
benefits. 

Captain WILLENBUCHER. Yes, sir; because the amounts that would 
be necessary for the annuities at the advanced age, relatively, of the 
people on the retired list, and the type of risk, would greatly exceed 
the amounts that are included in the bill for the term-insurance plan 
applicable to people on the active lists. 

Mr. Kitpay. Are there any questions from members of the 
committee? 

Commander Corwin. | believe the captain’s age is about 55. His 
wife is 3 vears vounger. It would take an 18-percent deduction in 
order for him to assure his wife one-half of his retired pay on his 
predeceasing her. 

Mr. BLanprorp. The whole thing depends merely on the age of the 
retired person’s wife. I would like to ask two questions: 

Let’s assume that this will have to be a contributory system 
throughout, except in the time of grave national emergency, when 
there are a large number of casualties. You have made several 
suggestions, and anything is possible in this bill, as vou understand, 
because anything is possible where you have an actuarial equivalent. 

Would vour organization be willing to support this measure on a 
contributory basis, after having made your presentation that the 
Government contribute, assuming vou use that argument, would you 
willingly support this program, and would you still suggest to this 
committee that we allow, for example, an election to be revoked and 
that we add children to the retired member's beneficiary, knowing 
that every time vou make a change which adds to the number of 
beneficiaries or which permits the retired officer to change his election, 
you increase your deduction just that much? 

Captain WiLLeNBucHER. | am well aware of that, and my answer 
is that I think the bill would be, if it is to be passed in its general 
form now, with consideration that those elections be provided as 
alternatives. 

In other words, that one might be able to select the program with 
the wife and with the, perhaps, child or with the parent, so that 
those named beneficiaries are included. 

Mr. BLANDFoRD. What I am getting at, Captain, is that if a man 
wants to take an election and allow that election to be revocable, 
you can appreciate that that has an effect on the fund, because that 
means that if the wife predeceases him, he will elect to go back and 
draw all of his retired pay, and at the later date he may remarry 
and want to make another election. 

All of those have an impact on the fund. If vou were to grant that 
opportunity to the people in the bill, and there is no reason why it 
can’t be done if it is feasible, you will increase, obviously, the deduc- 
tions that must be taken from that person’s retired pay. which runs 
to vour argument that the amount of the deduction even in the bill 








2132 
today is so great that in your opinion it will not benefit too many o 
the retired personnel. 

You can’t have your cake and eat it, too. If you want to expan 
the beneficiaries of this bill, then the cost is going to have to com: 
out of the retired member. 

Captain WiLtLenBucHER. | don’t believe that that follows. Th 
answer to that is this, from my personal standpoint, and that is that 
alternatives could be provided in the bill under which those who 
want to go into an irrevocable program may do so, and those whx 
wish to go into it on the basis of resuming their former status may 
do so. | 

Mr. Bianprorp. That is true, but an actuarial equivalent will 
have to be worked out for that individual. If he wants to includ 
his children and he wants to elect to provide for his wife with the 
opportunity to revoke that decision, that man’s deduction may run, 
instead of, in your case, 18 percent, it may run as high as 24, 25, o 
26 percent. 

Captain Wittensucuer. The rates would be different, and | 
would still make the recommendation 

Mr. BLanprorp. You would make the recommendation on that 
basis. 

Mr. Kinpay. Isn’t it also made on the basis of Government 
participation? 

Captain Wittensucuer. Not necessarily. Of course, we feel that 
even with the prospect of the rates under the bill as written, that it 
will reach a relatively small percentage of the retired people who will 
not come into the program. I will go further, Mr. Chairman, assum- 
ing that they could, by the greatest of economy, | think they will shy 
away from it from the basis of amount, rather to have the money at 
present and not provide for future benefits and since the object is to 
get a bill that will reach the people, we feel that consideration should 
be given to some form of contribution that will in a measure reliev: 
the cost to the individual, because in so doing, there would be an 
encouragement for the individual to come into the program. 

That is my deep feeling. 

Mr. Krupay. Are there any further questions? 

Mr. Parrerson. I know of an actuarial case; | know the answer to 
the chairman’s hypothetical case, but this is an actual case of a 
lieutenant colonel in the Marine Corps who is now retired. He is a 
paraplegic. How would this particular recommendation of yours 
affect him? 

He is a total paraplegic. Both legs are gone. He is retired. He 
was a career officer. How would he benefit under your new recom- 
mendation? What more could he get, or what less would he get, 
and what would his wife gain, in the event of his death? 

Captain Wittenspucnuer. That depends on the plan under which 
he might be able to embark. There would be different amounts and 
different percentages. This proposal for the people who are retired 
or are to be retired will permit them—one may, as I understand the 
plan, to devote 5 percent of his pay, 10 percent of his pay, 15 percent, 
18, which would be the maximum, perhaps, in a case like mine, and 
take graded benefits. Our recommendation for some contribution 
by the Government would relieve him from some of the premiums for 
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the annuities while he lives, and allow him a little bit more of his 
retired pay on which to live at present. 

Mr. Parrerson. He differs from your case in this respect: that 
vou are able to go out and supplement your retirement through private 
nterprise. This fellow—he is confined to his home. His wife has 
to be with him to take care of him, so therefore he is eliminated from 
working. 

Captain WitLenBucHeR. That is my very point, sir. Among 
those who would be most able and most apt to come under the pro- 
cram are the people who by the purchase of annuities out in com- 
mercial industry would be able to make provisions for their survivors 
or even by way of savings. It is the very fellow who has to live 
like the man in the case you give, strictly upon his income, he has no 
nherited income, that will be hardest hit and least likely to come in 
inder the program, That is the point we make. 

Mr. Kiupay. Anything further? 

(No response. ) 

Mr. Kintpay. Thank vou, gentlemen. 

Mrs. Edward Jordan, representing Gold Star Wives. 

Will you come around, please. 


STATEMENT OF MRS. MARIE JORDAN, NATIONAL LEGISLATIVE 
CHAIRMAN OF THE GOLD STAR WIVES OF AMERICA, INC. 


Mrs. Jorpan. Mr. Chairman and members of the committee, [ am 
vlad to have this opportunity to present the viewpoint of the Gold 
Star Wives of America concerning H. R. 5169, and I want vou to 
know how grateful the members of our organization are that your 
committee realizes the need for some constructive adjustments of the 
benefits which are now being paid to survivors of deceased servicemen. 

Since all of our members are widows of men who gave their lives in 
service—most of them in World War II and the present Korean can- 
fliet—vou can readily understand our deep interest in this bill. 
Within the coming months, unfortunately, many new names will be 
added to our list of Gold Star Wives. It 1s our sincere wish that their 
plight might be made easier through the passage of H. R. 5169. 

At the present time every World War I] widow, whether her husband 
Was a private or a general, receives the sum of $75 per month as com- 
pensation from the Veterans’ Administration. From information we 
have obtained through a recent Nation-wide survey conducted by our 
organization, approximately 86 percent of officers’ widows, without 
children, receive in addition about $46 per month from national 
service life insurance. That makes a widow’s entire monthly income 
no more than $121. This, for an officer’s widow particularly, has 
meant a drastic reduction in ber standard of living. Her income, for 
example, is now far below the income of an officer who may have had 
a service record on a par with her husband, but is now retired. 

The widow of an enlisted man with two young children, however, 
low receives $130 from the VA for herself and her children. In addi- 
tion she receives NSLI payments averaging $47 and payments from 
the Social Security Agency for herself and her children which average 
$82 per month; or a total of approximately $259 per month. 

The average age of the World War II enlisted man’s widow at 
present is 35 vears. The average child is 10 years old. Under present 
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regulations, 8 vears from now, when her children reach the age of 18, 
this average widow of 35 will no longer receive social-security benefits 
and her income will be down to $177. Approximately 12 vears 
from now, when her average age is 47, her entire income will be re- 
duced to $75 per month. 

Just about a vear ago the voung widow with children under the age 
of 18 received a substantial increase in her income through the passage 
of the amendments to the social-security law. The method of com- 
puting these benefits might well be considered fair and just—sine: 
the rates are based upon her husband ’s salary while he was in private 
employment, before entering service. His service-time pay 1s then 
averaged in on the basis of a monthly earning of $160. Since de- 
pendents are compensated in this manner for the deceased’s employ- 
ment in civilian life, it would only seem equally fair and just that 
dependents of men who followed a career in the armed services should 
have their benefits based upon the serviceman’s rate of pay. 

The system of paying survivors benefits out of a uniformed survivors 
benefit fund into which servicemen have contributed from their 
earnings is certainly a basically sound way of accomplishing a better 
balanced system of survivors’ benefits. For the welfare of those 
dependents of servicemen who will be added to the casualty lists in 
Korea, as well as for the effect the assurance of their families’ care will 
have upon the morale of all servicemen in general, we ask that the 
provisions of H. R. 5169 be put into effect as soon as possible. 

While weighing the merits of H. R. 5169, however, we ask that vou 
consider the verv important fact that the bill makes no provisions 
for the widows of men who have died in service up to the present time 
We agree with Captain Willenbucher in that situation. 

We understand, since it is the intent of H. R. 5169 to be self-support- 
ing, that payments could not be made from the fund to widows of 
men who are not alive at the moment to pay into the fund. But 
how are we going to explain to a widow of a high-ranking officer who 
died in 1942 that she is entitled to a mere $75 from the VA, while the 
widow of a serviceman who dies in 1952 is entitled to $200 or $250 pet 
month in addition to the $75? 

Is it not possible that an appropriation could be made to the fund 
so that some based-upon-earnings payments—modified, if necessary 
from the provisions of H. R. 5169—could be made each month to 
the widows of high-ranking service personnel, particularly, who would 
benefit most from this bill? 

In comment on that, | would like to point out that the social-security 
bill which was passed back in 1946, which provided payments for 
men who died 3 vears after discharge, did provide for an appropriation 
from the Government in order to make those additional payments 
possible. The social-security bill which passed just last vear did not 
include an appropriation from the Government. However, it was not 
necessary at the time because there was ample reserve in the social- 
security agency. 

I do feel, however, that the bill of 1946 has set a precedent in that 
case, and it is something that the Congress thought necessary in 
that particular instance, and it may be, at least, we hope, that the 
may have that opinion at this time, also. 

Following the passage of the amendments to the Social Security 
Act last vear which corrected certain phases of the bill which had here- 
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tofore worked to the disadvantage of the serviceman’s family, it is the 
consensus of opinion of the majority of World War II widows that 
their income from Government sources at the present time is ade- 
quate. They realize that their income will be greatly reduced after 
their children reach the age of 18, and after their insurance payments 
have been exhausted. But the vounger widow is hopeful that she will 
still be capable of supporting herself when this time comes. 

It is the older World War II widow—the widow particularly of the 
career serviceman whose children are grown, and who in many cases 
is unable to add to her income through emplovment—who is in the 
most difficult financial situation. 

While endorsing most heartily the provisions of H. R. 5169, we 
would like to call to vour attention at this time, also, the great need 
that has existed for many vears for a complete review of all survivors’ 
benefits. ‘There are nlany phases which could bear study in an effort 
to reach a more equitable and uniform standard. For example, 
widows and children of deceased naval personnel receive medical aid 
from naval hospitals. Dependents of Army personnel find no such 
advantages available to them. 

Again, let me repeat that H. R. 5169 is a welcome adjustment to 
our present system of arriving at a scale of monetary benefits for 
survivors of deceased servicemen. We are grateful that the members 
of your committee are mindful of the need for this constructive 
legislation and, by your interest, have opened the way toward a 
clearer and more sympathetic understanding of the problems con- 
fronting servicemen’s dependents. 

Mr. Kitpay. Thank vou for giving us vour statement, and we will 
bear in mind your suggestions when we come to those amendments. 

Any questions? 

(No response. ) 

Mr. Kiritpay. Thank vou, Mrs. Jordan. 

Mr. Lofgren? 

Mr. Lofgren, will vou go ahead with vour statement? It is going 
to be necessary for us to adjourn about the time the bell rings, at a 
quarter of, because Mr. Arends must be there, and I am the chairman 
of the committee of the bill under consideration, so I will have to be 
there also. 


STATEMENT OF CHARLES E. LOFGREN, NATIONAL SECRETARY 
OF THE FLEET RESERVE ASSOCIATION 


Mr. Loraren. My name is Charles E. Lofgren. I am national 
secretary of the Fleet Reserve Association. Our interest in this bill 
lies wholly from the viewpoint of the enlisted man. In the testimony 
this morning and vesterday considerable discussion was made as to 
officers and my words this morning deal with the man who wears the 
blue shirt; the enlisted man. 

I have talked with large numbers of enlisted men in the active 
service of the Navv and Marine Corps, and they are 100 percent 
behind the enactment of a survivor’s bill. I am taking the case of a 
career enlisted man of the Navy, and Marine Corps, and, also, the 
other armed services, 42 vears, with 22 vears’ active Federal service 
who receives a basic pay while on active duty of $279.30 per month. 
If he elects to enter under this program, there is fine insurance for his 
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family. Should he die while on active duty, for a monthly deductio: 
of $3.25 per month, $3.25, his widow is assured of a lifetime annuit) 
of $69.83. If she has one child it jumns te $99.83. 

With two children it is $129.83, and with over two children he: 
annuity is $144.83. That is an appreciable amount needed to rais: 
a family of three growing children. Is it any wonder, then, that th: 
career enlisted man of the armed services would grab at the oppo: 
tunity to line up with this program, in the case of a chief petty office: 
again, with 22 vears’ experience, for a $3.25 monthly contribution? 

I can say with authority that the enlisted men are 100 percent 
behind the enactment of the survivor’s bill. 

I should like to go the Fleet Reserve personnel on active duty an 
the retired enlisted men of the armed services. Take the same mai 
who has served 22 vears in the Navy and went into the Fleet Reserve 
or that same man who later, having completed 8 years in the Flee! 
Reserve, went on the retired list. Basically, he has credit for retire 
ment of 22 vears’ service on his basic pay of $279.30 per month, th 
same comparison as the active-duty man, and he winds up with « 
retired pay of $153.62. Iam sorry to say that I have found no over- 
whelming approval on the part of the retired and Fleet Reserv: 
personnel to participation in the bill as presently drafted. 

There the sole argument seems to hinge around the fact that il 
they enter into this program within 1 vear from the date of enactment 
they are hooked for the rest of their lives, as long as they are drawing 
retainer pay or retired pay, of whatever the amount is required to 
buy the annuity that is set forth. 

Even if the man’s wife should die, the following month, for th: 
rest of his life he has to pay his annuity out of his retired pay. 

Should the wife die 2 months after he does, and he leaves two or 
three minor children under 18 years of age, they are left out in th 
cold. There is no provision thereby. This annuity may be carried 
on down to minor children in the event of the death of the wife afte: 
the husband has died. 

Mr. Blandford this morning suggested that they might with pro 
priety write into the provisions of this bill a provision whereby ther 
would be a continuing benefit accruing to minor children and, also, 
that in the event that the husband should become—that in the event 
the wife should die and the husband should remarry or there should 
be a divorce and there should be a remarriage, that having obligated 
himself to pay into this fund for the rest of his life the required 
premium, you might call it, that there is no provision whereby he ca 
change his election, once having been made. 

I truly believe that if the bill were amended, so as to provide thes 
other contingencies, that there would be overwhelming support from 
the retired enlisted men and the Fleet Reserve as to the retiremen' 
provisions of the survivors’ bill. 

The deduction is not too bad. I have taken the same man, the 
chief petty officer with retired pay of $153.62, on the basis of his agi 
being 42 and the age of his wife being 41. I come up with a deduc- 
tion from his retired pay for one-half annuity of only $15 per month 
which is approximately 10 percent of his retired pay. 

For a one-quarter annuity he would have to pay in $7.50 pe! 
month, which is approximately a 5-percent deduction from his re- 
tired pay and for one-eighth annuity, which I wouldn’t favor unde: 
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any circumstances, his deduction would be $3.75 per month, which 
is approximately 2.5 percent. 

I say I wouldn’t favor the one-eighth annuity for the simple reason 
that any annuity on the rates-I just gave would get the wife only 
$19.20 per month, whieh: is a mere pittance, and with milk currently 
selling for around 25 cents a quart, $19.20 will only buy about 2.5 
quarts of milk a day. 

On one-half annuity, the $15 or approximately 10-percent reduction 
in retired pay, would net the wife $76.81, or a total of $921.72 for the 
year, which is an appreciable annuity when one has to pay for it. 

The one-quarter annuity, with a deduction of $7.50, or approxi- 
mately 5 percent, would amount to $38.41. I don’t think I per- 
sonally would be interested either in a one-quarter annuity because 
the amount is relatively small. 

If a man can buy the maximum, which is within one-half of his 
retired pay, that is what he should go in for, and nothing else. 

That brings us now to the point where the retired man on a half 
annuity is paying for $76 per apg annuity $15 deduction from his 
retired pay as compared to $3.25 per month for the same man in 
active service, relatively five times as great an amount for lesser 
protection. 

When it is considered that the same man having two children would 
come up only with $76.81 annuity as compared to $129.83 annuity 
for the active serviceman. 

I feel that since most of these retired personnel coming out in the 
retired list when the career episode is over, not many of them have 
their families protected under the Veterans’ Administration. The 
only exception to that is the Spanish-American War veteran and the 
World War I veteran. Congress has provided through the Veterans’ 
Administration a pension of $42 per month for a widow whose an- 
nual income does not exceed $1,000. And when a man goes out and 
has to buy a one-half annuity, costing him $15 per month, which nets 
his wife in the event of his death on the retired list $76 per month, 
that comes up almost to the $1,000 annuity that would knock her out 
of a pension based on his World War I service. 

Pensions are not granted for World War II service unless a man 
dies of a service-connected disability, and there are hundreds of men 
on the retired list and Fleet — ‘rve list today who in the event of 
their death are not protected, so far as widows’ pensions are con- 
cerned. 

I speak of a man who served 20 or 25 years in peacetime in the 
armed services to get a pension or to get compensation. 

To get pension that man must die of a disability incurred while on 
active duty. There is no pension based on service alone for the 
peacetime veteran. For the World War II veteran, the same is true. 
A man must die of a service-connected disability or if a streetcar runs 
over him while he is on the retired list, then at the time of his death, 
he must have a disability traceable to the period of World War IT, 
which was disabling to some extent and in that event the widow would 
become entitled to a $42-a-month, non-service-connected death pen- 
sion, subject to the $1,000 limitation. 

I respectfully ask this committee to give consideration to writing 
in on page 19 of this bill, section 19, change the period to a comma and 
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add the words: “and shall not be considered as income under any law 
administered by the Veterans’ Administration.”’ 

That would then take out the $1,000 limitation which the man is 
buying here, and in the event that he buys it and his wife has a few 
other dollars of income, she is over the $1,000 and she is knocked out 
of what Congress has already provided in the nature of $42 monthly 
pension for World War I service. 

In conclusion, I should like to back up the recommendation made 
yesterday by the actuary from the Federal Security Agency, when he 
called attention to the fact that the retired person is being charged a 
double amount when he FOeS back Lo active duty. You recall that 
in this instance the man who took the one-half annuity in the retired 
list is paying $15 per month from his retired pay. When he goes 
back to active duty, he is charged an additional $3.25 per month 
under the active-service proposition of the bill, so that, combined 
the same protection which the same man would get had he not trans- 
ferred to the retired list, the retired man would be taking $18.25 pei 
month as compared to the $3.25 for the active man in the Regular 
service. 

[ believe since the actuary has said that the bill could carry itself 
on the contributions which are stipulated, that you could well write 
in a provision whereby the retired man coming back to active duty 
would not have to pay into the fund the $15 annuity, the $15 deduction 
from his retired pay on the one-half annuity. 

Mr. Kinpay. As I stated when you started, we are going to have 
to adjourn. 

Mr. Loraren. | have only one more-point to make, Mr. Kilday, 
and that is that this income limitation under the Veterans’ Adminis- 
tration—and I don’t ask for income tax exemption, but the income 
limitation, under the Veterans’ Administration does not apply to the 
officer or man who dies while on active duty. There is no income 
linitation for such a person who dies of a service-connected disability 
while on active duty. The only time that the income would come 
in would be a man who died as a result of his own misconduct, and 
had a disability which existed at his death while in service, entitling 
the widow to a $42 a month pension. 

With that, Mr. Chairman, I wish to conclude my testimony by 
saving that the Twenty-fourth National Convention of the Fleet 
Reserve Association recently concluded at Jacksonville, Fla., in- 
structed me to support H. R. 5169 with such perfecting amendments 
as this committee felt were justifiable. 

Thank you ever so much. 

Mr. Kinpay. Thank you. 

I am going to ask you to supply Mr. Blandford with any proposed 
amendments which you have, and it may be that we will want vou 
to come back in the event we want to go further into any points. 

The subcommittee will now adjourn, and will be in session tomorrow 

(Whereupon, the hearing in the above-entitled matter was recessed 
until the following day.) 








aw 


d 


ul 





SURVIVOR BENEFITS LEGISLATION 


THURSDAY, SEPTEMBER 20, 1951 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Survivors’ Benerits 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. Paul J. Kildav (chairman 
of the subcommittee) presiding. 

Mr. Kitpay. The subcommittee will be in order. 

We called this executive session this morning and we might go back 
over some things that we had testimony on and discuss them among 
ourselves and see if we can come to tentative agreement on some of 
the questions. 

Mr. Buanprorp. | think the most important question that the sub- 
committee has to settle immediately, because everything else, | 
believe, hinges on it, is whether this fund is to be a voluntary fund; 
that is, whether the contributions are to be voluntary or whether 
you are going to require everybody who comes into the service after 
a specific date to contribute to this fund. 

The way the bill is now written, it is mandatory after a certain 
date but it must be remembered that this was prepared initially when 
we were not inducting people. 

We are now inducting at the rate of 45,000 people a month. We 
have called Reserves to active duty in large numbers and | don't 
know whether we can continue a mandatory provision in this bill, 
or whether we should turn it into a voluntary system. 

If we go into a voluntary system, and we assume that everybody 
with dependents takes out the protection, we will have about one- 
third of our enlisted men who will contribute and about eighty 
percent of our officers. | am advised that with some adjustment 
in the rates—and that percentage deduction system that | prepared 
and gave to Mr. Mvers, and Mr. Kroll, reflects a voluntary system 
that vou will find that the fund can sustain itself on a voluntary basis 

» with those deductions. 

Mr. Kinpay. On that we are going to have discussion with the 
actuaries as to the voluntary phase. 

Offhand, within the limits provided for enlistments, it appears to 
me offhand you would find your older men would take it in large 
numbers and your vounger and youngest men would refuse to take 
it. Admiral Fechteler’s survey of the fleet will bear that ont 

Also, if vou have an election within a specified time after entering 
the service, you have the problem of the people who had not taken 
it within the deadline date, and who later had a changed family 
situation would then want it. 
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Mr. BLanprorp. That would be taken care of for the enlisted man 
by the termination of his enlistment. 

Mr. Kiupay. The next point would be the fact that always thi 
fellow who needs this kind of protection or whose family would need 
it the worst will be in many instances the fellow who would be the least 
inclined to take it. On the other side of the question is the group who 
do not enter the service on a career basis, but who contribute. I am 
referring to the report of the Federal Security Agency with referenc: 
to exacting contribution from those persons who may never have an 
of the benefits from the program. 

Of course, all of those are going to have to be gone into. I think 
we would do well to have a discussion first with the actuaries on two 
phases of the matter. We will have an informal discussion. 


STATEMENT OF ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 
SECURITY ADMINISTRATION, FEDERAL SECURITY AGENCY— 
Resumed 


Mr. Myers. First of all, if 1 might say something to correct and 
supplement my testimony of September 18, in regard to this percentage 
method for contributions which Mr. Blandford had suggested, I did 
not completely understand that it was to be a descending percentage. 
On that basis, I think it is perfectly acceptable and, in fact, I think 
it is very much more preferable to the basis in the bill. I do believe 
that the percentages might be varied a little bit from what Mr. Bland- 
ford has suggested, but I did want to say that the general principle 
is a very good one and in my opinion is probably the best way of 
doing it. 

Mr. Kinpay. In that connection, that could be accomplished origi- 
nally at a starting point to convert the monetary contribution to the 
identical percentage or the average percentage that it constitutes 
and then work from that, either up or down. 

Mr. Myers. Yes; Mr. Chairman, that could be done whether the 
system was voluntary or whether compulsory as in the bill. 

As to a voluntary system there are, I believe, many things in its 
favor as you have mentioned here in this preliminary discussion. 

It is true, [ believe, that the cost would be somewhat more than a 
compulsory system. However, in determining any actual cost. figures 
there is the question as to just how voluntary the system is to be. 

Under the basis which has been suggested, where the members would 
have to elect out of the system, it would be what vou might sav less 
voluntary than if they had to elect to come in, because of the human 
inertia of not taking any positive action. 

[am rather optimistic, perhaps overly optimistic, that if the system 
were put in on a voluntary basis as has been suggested, with proper 
education, as I am sure the Armed Forces would give, a lot more of the 
people would not take any action to elect out than the figures which 
have been used of one-third of 

Mr. Buanprorp. One-third of the enlisted and two-thirds of the 
officers would have dependents. 

Mr. Myers. Two-thirds of the enlisted men would elect out and 
one-third of the officers would elect out. I think the percentages 
would be very much smaller, and accordingly the costs would be 
closer to those for a compulsory system. 
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However, to be conservative and safe in starting out a system like 
this, it is safe to assume the worst will eventuate rather than the 
best. Later on the rates can be adjusted downward, which is always 
a much more popular move than if vou find you have to adjust the 
rates upward. 

As to the actual percentage rates which Mr. Blandford gave, I 
found that on a very quick examination of figures which were worked 
out under the most pessimistic assumptions, that is all those who did 
not have dependents would stay out of the system, the system would 
be just as sound as under the compulsory basis in the bill. Thus if it 
should eventuate that many of the men without dependents would 
come in on the basis that this would be the desirable thing to do in the 
long run, that they would later be getting dependents, and so forth, 
then the system would be even better financially off than under the 
basis in the bill. 

In accordance, then, with what I have said previously, I think that 
the system would be very conservatively financed if it were operated 
on a voluntary basis as Mr. Blandford has suggested and with the 
contribution rates he has suggested. 

In fact, I do believe that the rates which Mr. Blandford has sug- 
gested could quite safely be modified downward somewhat for the 
middle and lower grades of enlisted personnel. 

| think there are a number of very important reasons for doing this. 
For one thing: there is what vou might say the sales argument, that 
if vou maintain the rate at 50 cents a month for the lowest grade of 
enlisted as in the bill, vou will have a much better chance of partici- 
pation. 

This is really in the interest of the men, themselves, because when 
they stay in service, as they move up through the grades, then they 
will have this protection which otherwise they might not have obtained 
because they had elected not to have it. 

Moreover, I think that if the rate were kept at 50 cents for the 
lowest grade of enlisted, vou would get a much higher degree of 
participation and accordingly you may avoid what might be a vicious 
circle of antiselection. 

In other words, in any insurance system, if you charge too high a 
rate, your better risks might stay out and only your poorer risks 
would come in, so there is no guaranty that with a higher rate you 
will be better off financially. 

Thus, by keeping a low rate and making it attractive, you might 
get a large group of people in who have a relatively low insurance cost 
and, therefore, the low rate would be just as well justified, perhaps, as 
a higher one that would keep out many of the better risks. 

Mr. Kitpay. On the voluntary-involuntary phase of it, what is the 
custom in group insurance, to make sure that you have the big cover- 
age of the desirable and undesirable rates? It is a fixed percentage as 
a Whole, is it not? 

Mr. Mymrs. Yes, in group insurance, where it is to be contributory, 
where the employee is to pay, then they fix a minimum percentage for 
large groups usually at 75 percent of the employees electing coverage. 
Actually, from what I know about group-insurance plans in private 
industry, there is very rarely any difficulty in having this percentage 
met and usually with the proper sales and educational procedure, the 
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percentage participation runs much higher than 75 percent and is often 
virtually complete. 

Mr. Kitpay. Do those policies require that they maintain that per 
centage? In other words, it is not just for the initiation of the pro 
gram, but for the life of the program and must be maintained at the 
minimum percentage provided? 

Mr. Myers. Yes, sir. It is required that they must maintain that 
minimum percentage, and usually there is a definite treatment, as in 
the bill, of the present employees and the new entrants. 

In other words, many plans make new entrants join the system 
compulsorily as a condition of employment. But, of course, as Mr 
Blandford pointed out, here the new entrants to the svstem are not 
coming into it voluntarily, whereas in private employment the new 
entrant is voluntarily seeking employment with the company. 

Mr. Kinpay. The struggle there is always to maintain the balance 
of the total emplovees and not to get the older or those who ma 
anticipate some physical disability or something of that kind. 

‘To what extent does the high physic val requirement, and the low age 
in the military affect that? It makes a good deal different situation 
to the average, let us say, industrial plant. 

Mr. Myrrs. That is true. That is a very important feature in the 
cost of the system in that the men are eoming in at.voung ages and 
they are in good physical shape and so forth. That is one of the rea- 
sons that this system can be set up with such a relatively reasonable 
cost. 

At the same time, when there is voluntary versus involuntary par- 
ticipation, if the man can buy this $500 of insurance, that is men 
without dependents always have at least $500 of insurance, for 50 
cents a month, it should be fairly attractive; whereas, if they had to 
pay say, $19 a month to start out with, it might be so unattractive 
that they wouldn’t purchase it 

Mr. Harpy. Now, are you going to increase your administrative 
expenses by adopting a percentage? 

Mr. Buanprorp. We are going to take to the nearest 25 cents, Mr 
Hardy. 

Mr. Harpy. You have a calculation to make. 

Mr. BLanprorp. Yes, you have to make them but it is no more 
difficult to make those calculations than to pay anybody. They now 
have a pay card system. Aman elects tostayin. That is, he doesn’t 
elect to get out. In other words, there will be a pay card system 
which will show his rank and the percentage of his reduction from 
that pay and they will remain the same, except when he has a basi 
increment in pay every 2 years. As he is promoted, the percentage 
factor will go up with it. For example, if he comes in as a private 
under this system, which, I grant, may be a little high, it will take 
0.6 of 1 percent of his pay rounded off to the nearest 25 cents. 

If he goes up to E-2, it would be three quarters of 1 percent. 

That sounds complicated, but not to a disbursing officer who merely 
makes a deduction and notes it on the side. 

Mr. Harpy. It may not be particularly complicated, but it is 
certainly going to multiply your detailed administrative work, which 
has to be performed, and when you consider the number there involved 
it seems to me that it is gvoing to make considerable difference. 
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Mr. Buanprorp. The only answer to that is that I think it is unfair 
to charge all men without regard to what benefits the ‘Vv are going to 
vet, the same rate because the ‘v are in that grade. 

For example, I don’t think it is fair to charge every colonel $10 a 
month to participate in this fund, when vou look at what his widow 
would get in the event of his death. One colonel comes in from the 
outside and is commissioned directly, He is a colonel with 2 vears 
of service with basic pay of $570 a month. 

You have another colonel with 30 years = service, paving the 
identical amount, who is drawing pe rhaps $150 a month more pay 

Mr. Harpy. I recognize that there is an aes 

Mr. BLanprorb. That is the thing I am trying to avoid, plus the 
second factor, which is this: I think there is a natural | sete on 
the part of any legislative body to avoid changing complicated pieces 
of law and this is a complicated, technical piece of law, in my opinion 

It is relatively simple, from a legislative view, to grant a percentage 
increase to members of the Armed Forces, and the Career ( ‘ompensa- 


tion Act was based on that possibility, in fact it lends itself beauti- 
fully to a 10 percent increase or 10 percent decrease as conditions 


warrant. 

Now let’s say vou increase the pay of the armed service 10 percent. 
Well, they sav that doesn’t make much difference. We won't eale r 
going back to this law and changing all of these rates in here 

Then vou increase it another 10 percent. eg are endangering 
that fund in my personal opinion, very definitely, because vour per- 
centage payment to the widow is 25 percent of the b: asic pe iv, includ- 
ing all of those percentage pay increases but you haven't 

Mr. Harpy. One of the things in fixing these figures at a flat 
base 

Captain Hoyr. Let’s say the administrative cost might be $100,000. 
If vou can run this whole svstem on $750,000, as has been suggested 
here, | don’t think that going from a flat payment of dollars to a 
percentage figure is going to make any difference but I do think it 
could have a very vital effect upon the financial soundness of the 
fund. 

Mr. Price. Under vour svstem that will be based on the number 
in the armed service. What will be the amount of the fund? Are 
they broken down for the respective services? 

Captain Hoyr. We have them lumped. The contribution from 
the officers in the first vear—I beg pardon. 

On the enlisted rates, if evervbody was in, it would be $73,000,000 
and dependents would be $39,000,000. The expenses involved, the 
benefits estimated to be payable against the $39,000,000 would be 
$32,000,000, so there would be about $7,742,000 left over. 

Mr. Price. That is Mr. Hardy’s question about the administration. 

Captain Hoyr. It is easy to construct a basic pay table, as Mr. 
Brown can tell you, and after vou have done it you can convert the 
percentages into the flat deductions. After that, it is just a question 
of an entry on the pay card. 

Mr. Harpy. That ts true, but vou have a wide variation. 

Captain Hoyt. That is correct. 

Mr. Harpy. Which vou wouldn’t have under the other system. 
It would be a more or less simple procedure. 
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Captain Hoyvr. I think it would undoubtedly raise the administra- 
tive cost, but 1 don’t think it would raise it—I don’t think it would 
raise it to an extent which would endanger the fund in any way. 

Mr. Harpy. That is the question I raise, how much would it 
raise it. 

Captain Hoyt. I would assume for the sake of argument that it 
might double it. 

Mr. Harpy. What is the basis of that assumption? Is it a guess? 

Captain Hoyr. It is just a guess; that is all. 

Mr. Pricr. What would be your administrative cost under the 
$73 million? 

Captain Hoyr. The administrative cost would be no more unde: 
the $73 million. I don’t think I answered your question correctly, 
at least I didn’t understand it. The figure which I gave, that 
$7,700,000, is the surplus that would be left over under the Blandford 
rates after the benefits for dependents for enlisted people. 

We have estimated that the cost of operation of the original plan 
would be somewhere in the neighborhood of $750,000 a vear. That 
would be 

Mr. Harpy. Did vou have any real basis for that? 

Captain Hoyr. Yes. We got estimates from the Army finance, 
Navy finance centers, and we got those figures on the basis originally 
of the 1,500,000-man force at the time this bill was drawn up. 

Then we multiplied them by four to insure the safety factor. 

Mr. Harpy. And the estimates that were given you were not too 
reliable. You put in plenty of marginal safety in there and if vou had 
felt they were reasonably reliable you wouldn’t have needed that 
margin of safety. 

Captain Hoyt. We have indirect costs that don’t show, sometimes. 

Mr. Harpy. These costs are not going to show anyway, because if 
the military are going to undertake the expenses in connection with 
it— maybe we are arguing about something that is inconsequential. 
Are these people who compile these figures regarded as authorities 
in this field? 

Captain Hoyr. We have had them checked by Mr. Myers and Mr. 
Kroll. They have had them checked by the actuarial department of 
the Prudential Life Insurance Co. They certainly qualify as experts, 
well qualified. 

Mr. Harpy. From an equity standpoint, | think vour percentage 
approach is much more desirable and it may be from the standpoint 
of soundness of the fund. ° 

Mr. BLanprorp. That is what bothers me, Mr. Hardy. I grant 
you there is going to be an increased cost in the administration, but 
I think I would rather charge the fund the increased cost of adminis- 
tration, if we are going to continue to argue that this is a self-sustain- 
ing program. 

Mr. Harpy. We had not contemplated charging the administrative 
cost to the fund. 

Mr. BLanprorp. Oh, ves. 

Mr. Harpy. That is based on au estimate. How are you going to 
know what the administrative charge is? 

Mr. BLanpForp. I haven’t the faintest notion. 

Mr. Harpy. And there isn’t going to be anybody who will be able 
to determine it. 
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Mr. Buanprorpb. As Captain Hoyt said, there are so many hidden 
costs. 

Mr. Harpy. There are so many hidden costs that you can’t deter- 
mine for many years how much there will be. 

Mr. BLanpFrorp. That is correct. 

| agree completely. Civil service operates ona percentage deduc- 
tion and you notice they have raised their rates. 1 haven’t any idea 
what it costs them from an administrative viewpoint to run it on a 
percentage deduction system, but I think that—mzy only point, which 
coincides with yours, is that the safety of the fund is more important 
than any increase in administrative costs. 

Mr. Harpy. | agree with that. 

Mr. Price. You mean the solvency of the fund? 

Mr. BLANpDFoRD. Yes. 

Mr. Harpy. The thing we really should know something about if 
we could—lI don’t know whether we can—is what the administrative 
costs are going to be. 

Mr. BLanpForp. We went through this when we considered H. R. 
8035 and we have never had a definite answer and I don’t think it is 
possible to give a definite answer. 

Mr. Harpy. I think you are right and we might as well recognize 
that. You are not going to get a definite answer and with the mili- 
tary administering the thing, there is not going to be any possible way 
of ever determining what the administrative cost actually is. 

Mr. BLaANpForD. One way you can do it is this: You can increase, 
for example—this is a simple way to do it. Let’s charge the fund a 
million and a half dollars a vear for administration instead of 750,000. 

Mr. Harpy. Why do that? I don’t want to overcharge the fund. 

Mr. BLANp¥ForD. You are either goimg to have to overcharge or 
undercharge it because I don’t think vou will ever come up with the 
exact figure. 

Captain Hoyr. May I maks a suggestion along that line? 

The normal administrative cost for a thiag of this sort should be 
about 1 percent of the income. That is what an imsurance company 
will handle it for, leaving their sales and executive expense out of it, 
| percent would cover it very comfortably. 

Thev have, of course—insurance companies have all kinds of plans 
and all kinds of complicated things, whereas, this is just one plan 
applicable to everybody, and | think 1 percent would be pretty stiff 
administrative charge. I think 2 pereeat would be very high. You 
can run a pretty faney program on 2 percent of $70 million. 

Mr. Harpy. Don’t vou have an idea that the military are going to 
run a pretty fancy program? 

Captain Hoyt. I certainly hope and pray not. 

Commander MartTiIneav. ‘To my mind, a large part of the adminis- 
trative work involved in this plan is going to be done in the field by the 
individual paymaster. Referring again to the pay card that Mr. 
Blandford worked up and mentioned, he is going to be required to 
make the correct deduction from the man’s pay and if it is indicated 
as a percentage, that item will appear along with all the other items 
on his pay card, as his allotments, his rate of pay, and the paymaster 
will be required to convert that. 
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My point ts this, as regards administrative costs. We may make 
the pavmaster work a little harder. He has that other item added 
but it is not going to add to the administrative costs. 

Mr. Harpy. Don’t ever let anybody believe that, because that 
pavmaster, he is just going to have to have some of this additional 
assistance. ¥ 

Commander Martineau. No, he would not. 

Mr. Kinpay. | don’t believe experience would sustain that on tl 
question of allotments now permitted which are as complicated and 
probably more complicated than this, for insurance dependents, banks, 
and so on, under the existing laws and regulations. 

Mir. Harpy. If vou add this additional detail on the payvinaste: 
and you don’t give him any extra help, then if the poor fellow hasn't 
been busv enough 

Mr. Kinpay. You have just taken one deduction off of him on 
ser ice life insurance 

Mr. Harpy. Look at the number of people vou have to carry o1 
that program in the military. 

Mr. Kitpay. Not in this level. 

Commander Martineau. Weare speaking of the pavmaster aboard 
the ship or in the field. 

Mir. Harpy. Are vou saying he hasn’t enoueh to do now? 

Commander Martineau. No, he is the hardest worked man on 
board ship 

Mir. Harpy. And you are going to ¢ive him something else to do. 

Commander Martrineav. Let me mention this. I can have several 
allotments on my pav account if | choose, and he has to take care o 
them . 

Now. this little con putation, as Mer Kilday has mentioned, is not 
eoine to be as complicated as figuring out one allotment: a person can 
have several allotments on his pay record and the pavmaster has to 
do that 

Mir. Kitpay. Go ahead. 

Mr. Myrrs. As to Mr. Hardy’s point, there are two reasons why 
Mr. Blandford’s method is advisable. One reason is so that the fund 
will be solvent, so that the income will go up automatically as thi 
military pav rates gd up. Second is the question of equity. 

\s to the solveney of the fund, that ean be solved with no mor 
administrative work than in the bill. If the figures in the bill, instead 
of being on a flat basis, of dollars and cents, are transformed into 
percentages of base pay, less anv allowances and less any longevity 
the percentage method could be developed so as to yield the sam 
dollar figure for, Say, all colonels, regardless of their longevity. Thus 
the percentage method would be no different than in the bill. 

That is just going half wav. 

Mr. BLANDFoRD. That is the equitable 

\ir. Myers. That would solve the financial-solveney problem of 
the bill, but not of inequity, sav, as between a colonel of 2 vears’ 
service and a colonel of 30 vears’ service. It would solve the problem 
of any additional administrative expense which Mir. Hardy raised. 

Mir. Harpy. That would help a little, because it would treat all the 
same rank, charge them all the same amount. 


\ir Vill Ss. dust as in the bill. 
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Mr. Harpy. [t wouldn’t be equitable but it would help the adminis- 
trative angle. 

However, vou would still have a different rate with respect to every 
enlisted grade. 

Mr. BLanprorpb. Even with the dollar deduction you would have it 

My point is this: In these 1942 pay tables that came out in that 
ereen book, it showed vou the pay of every single person in the Armed 
Forces in 1942, whether he was a private with | vear or a private with 
‘0 vears of service, a great big standard chart there. What vou do is 
convert these percentages to a standard chart when vou send them to 
all your paymasters. 

All paymasters would get these things. <A boy joins the outfit, 
let’s say, as a corporal, an E—4 with 6 vears of service. All they do is 
look at the chart they have and there is a deduction of 85 cents and 
that is 7 

When he is promoted, the paymaster doesn’t figure out the per- 
centage; he pitt looks at the chart. 

Mr. Harpy. He looks at the chart, and puts a figure down. | 
don’t want to belabor the point; | wanted to raise it. 

Mr. Kitpay. As to the point of whether it should be voluntary or 
involuntary, to what extent would that be affected by the likelihood 
that those members of the Armed Forces in the most hazardous 
occupations would be inclined to take the benefits, whereas those in 
the less hazardous occupations would not. 

Would that be in any wise tending to the point of getting all of the 
less desirable risks and few, if any, of the most desirable risks? Would 
that aifect an actuary? 

Mr. Myers. | think that might be present to some slight extent 
but I do believe that most of the people will join up and, of course. 
you will get a greater degree of joining from those who are in the 
most hazardous categories; but oftea, when a man enters service, h 
does not know which branch he is romng to be in. 

Of course, when they enter as aviation cadets 1 think you will get 
pretty complete coverage, but | don’t think that the differential 
aren up would have any serious effect on the fuad, because the fund 
as it now stands has, in my opiaioa, a coosiderable margia of safety 

Mr. Kinpay. What period of time would you give him to elect afte: 
joing up? 

Mr. Myers. It isreally not cleeting to join. T should not have used 
that phrase, but rather should have said “did not elect to get out” I 
should think from a reasonable standpotat vou should give them 
something like 60 days, 2 mouths, or 3 months, some relatively short 
period like that. 

Mr. Kinpay. Of course, if he has completed basic 10 the Army, aad 
he then knows where he is assigaed, vou would have the situation of 
the men assigned to the tofant let us sav. You would get a very 
high percentage of those sahaned to the infantry, whereas, some of 
the others you would not be likely to. 

Mr. Myers. | think that would be true if every individual acted 
completely rationally and iatelligently; but, m my opinion, f don't 
believe many of the people will go through the effort of electing out 
if they have exrlained to them how good a system this is. They 
won't ex8) through the efforts of tr me to get out 
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Mr. Kitpay. This would be comparable to workmen’s compens: 
tion, let us say, in the various States where it is required that th 
employee be notified of his right to not be covered by workmen’ 
compensation and be left to his common-law rights or his rights unde 
the statutes and so on. That would be a comparable election out. 

If he didn’t elect to be out from under it, then he is automaticall 
under it. Do you have any idea of the percentage of people im tha 
tvpe of employment who would elect out? 

Mr. Myers. | don’t have any exact information, but from what 
know about workmen’s compensation I would say that vitruall) 
everybody didn’t make any such election and rather took the bette: 
features of workmren’s compensation commg automatically to him 

Mr. Krupay. That has been my experience: that practically every 
body who comes within it—and I don’t know to what extent at 
employer would proceed against him or against the rasurance compan. 
But vou don’t feel that that would be a hazard? 

Mr. Myers. No, sir; I don’t. 

Mr. Kinpay. You do agree that in any program of this kind you 
want to get as many as possible of desirable risk, and not have the pre 
ponderance of less desirable? 

Mr. Myers. That is correct. 

Mr. Harpy. Along that line, what is the basis for enlisted men? 

Mr. BLanprorp.Thirty percent have dependents, at least one 
dependent. I am being as pessimistic as ] can. The idea is that every 
body who has a dependent will elect to go in. 

Mr. Myers. On the other basis of having to elect to get out, there 
may be more participating. 

Mr. Buanprorp. We will probably pick up a lot moré on the inertia 
that Mr. Mvers has mentioned. 

Mr. Myrrs. Is it contemplated that if there is an elective program 
of that kind, and if a man elects to get out and he subsequently gets 
dependents, can he elect to come back in? 

Mr. BLanprorp. No; he is elected out. That is the final election 

But bear in mind if he is discharged and reenlists he goes through 
that same thing again. As I said vesterday vou can do anything with 
this bill that vou want to. Everything you do has to have an actuarial 
basis. We could allow a man to get out and allow him to come back 
in as soon as he gets a dependent. You can visualize a boy whose 
mother and father are alive, and healthy, and the father is a prosperous 
businessman and the father suddenly drops dead, and the business goes 
broke, and the mother becomes dependent upon the boy. I can see 
that boy previously having elected to get out and now wishing he 
could be covered. How much effect it would have on the fund I don’t 
know. I think it accentuates the antiselection factor, and I think 
antiselection on that basis is rather costly. 

Am I correct in that, Mr. Mvers? 

Mr. Myers. Yes; that would be a very hazardous basis to let 
people buy insurance, in effect when the house was starting to burn 
down. 

Mr. Harpy. But take a boy inducted at the age of 18, and has no 
matrimonial inclinations at the time, and no dependents in his existing 
family, he doesn’t have very much incentive to stay in. Then, if he 
subsequently does decide to take on a family—and some of those are 
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done rather hurriedly, you know—you are not going to let that poor 
fellow have—— 

Mr. BLANDFORD. Suppose I offer this as a compromise; I don’t 
know what effect this would have, that you permit a person to elect 
to come in provided he paid into the fund the amount that he would 
have been required to pay if he had come in at the start. That would 
offset to a certain extent your loss. You would still have your anti- 
selection factor, however. But I don’t think that that would be so 
bad; if you made those people pay in; would it? 

Mr. Myers. That would be a big help. Of course, if you have as a 
basis that you must elect to come in when you enter service, that will 
be a big sales argument for getting people to participate. 

Again, I think most of the people will join up, so that you won’t 
have the situation too frequently that people will assume family 
responsibilities and not have the protection; but certainly, if you are 
voing to do that, I think it would be desirable to make the man, in 
effect pay up his back dues. 

Mr. Kroutit. My name is Cedric Kroll. I am from the Treasury 
Department. I don’t see why it would be such severe antiselection to 
have these people come in when they get married or when their mothers 
or fathers become dependents, because presumably most of the men 
that would be in on a voluntary basis would be on that same footing. 

Mr. Harpy. I think that is exactly right. 

Mr. Krouu. [t depends on whether we are talking about a voluntary 
basis or involuntary. Of course, the thing we are talking about is 
somewhere in between. 

Mr. BLanprorp. Maybe I am incorrect in saying that it is anti- 
selection. The antiselection really comes when you are dealing with 
2 man who is sick, and in this case you have the person who is liable 
to die who is not the member; it is the beneficiary, and the man who 
marries is no more of a risk after he marries than he was before he 
married. So, perhaps we are overemphasizing it, the antiselection 
factor in that particular case. We are taking into consideration, if 
we put this on a voluntary basis, that the rates are going to be estab- 
lished on the basis of each person with a dependent taking this out. 

Now, if you keep adding more people to the fund who have a 
dependent, I don’t think you have hurt your fund too greatly. 

Mr. Harpy. It seems to me you would have to limit it to per- 
mitting the election of coming back in. You would have to condition 
that upon the acquisition of dependents. 

Mr. BLanprorp. Yes; and I think also you would have to definitely 
do this: You would have to say that, once you are in, you are in. 
In other words, take the case of a boy who has a dependent mother 
who elects to come in, and whose mother dies. I don’t think you 
can then let that boy drop out of this fund until his enlistment expires. 

I think that factor has to be in there. 

Mr. Myers. Yes; I think you have to adopt that principle. Once 
somebody elects to come in, the principle is they will stay in. 

I might suggest that if you are going to allow people to come in, 
once they have elected out, that at least in the beginning of the 
system it should be restricted to people who get married after they 
have enlisted, and that they must then do it within 60 days or 3 
months of the date of marriage. 
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\Ir. Harpy. Maybe, instead of a man getting married, you shoul 
say “acquire dependents,” because it is possible to acquire a dependent 
parent. 

Mr. Myers. On that point, | thought that in the beginning, until 
there has been some experience under the system, it is very easy to 
determine when a marriage takes place, but as to when a parent 
actually becomes dependent it might be a little more difficult to decid 

Mr. Harpy. You have to make that determination, anyhow, fo: 
class A allotments. 

Mr. Kinpay. You have to make it for many other purposes in th 
military services. If you would limit that dependency to one recog- 
nized in the pay bill, why, there must be an additional determination 
for pay purposes. 

Mr. Myrrs. If you set up a period of 2 months or 3 months afte: 
that first begins, within which the election must be made to com: 
back in again, then I think you wouldn’t be too badly off, but not i! 
you allowed an individual to decide at his own option, any time hi 
wants to, to elect to come in the system. 

Mr. Kinpay. How many marriages are you going to give them? 

Mr. Myers. Presumably, I think you would have to do it if he 
didn’t elect it at the first marriage and he gets a divorce and another 
marriage, he would still have 3 months after each marriage ceremony 

Mr. Harpy. You wouldn’t permit two or three memberships to 
protect two or three wives. 

Mr. Mynrrs. If he took a membership out for the first wife, he 
would be in for his period of enlistment. If he gets a divorcee, that 
wife ceases to be protected; and then, if he acquires another wife in 
the meantime, that wife will enter on the protection, so that there 
would be no two- or three-fold protection there. 

Mr. Kinpay. Now, assume with the first wife there is a child and 
there is a second wife. These are not just supposition. These things 
happen very frequently. 

Mr. Myers. Oh, yes. 

Mr. Kitpay. Then where are you? If the second wife has a child 
and he acquires a third wife? 

Mr. Myers. There is that same problem under the bill as it stands 
now, whether the system is voluntary or compulsory. Offhand, | 
am not quite certain how that is handled—perhaps some of the others 
here can check me—but I believe the widow, the last wife, would get 


something as a widow, and all the other children would get something 


as survivors, even though their mother might not, because she had 
been divorced. 

Mr. Buanprorp. If there are five children by five wives, the five 
children would divide the $900 among them, and it would be paid 
to their guardian. Then, if the widow died, you would drop off on 
child—say, you have four children. You drop the last widow's 
share down, and the other share, plus the $900, is added together, 
and you divide that among the five children, sir. 

Mr. Kiupay. I would like to hear from Captain Hoyt and Com- 
mander Martin as to what the studies indicate as to the voluntary 
and involuntary phases. 

Captain Hoyr. On the voluntary, if you have a rate set on the 
dependency-only basis, I don’t think there would be any danger of 
letting a man have a reelection to come in on acquiring dependents, 
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because he would be being charged a rate that was based on paying 
dependents off, if you see what I mean. So, I don’t think there 
would be any danger to the fund. 

There would be, to raise Mr. Hardy’s point, a measureably larger 
administration. The way the bill is written now, once in you are 
in, and once out, you are out. It is a very clear question. It is 
settled once and for all. The minute you start letting people in and 
out, why, that means paper work. 

I would say—my own personal opinion is that there would be no 
terrific danger to solvency, if you allowed people who acquired a de- 
pendent in the sense of a dependent under the pay pet to come in at 
alater date. I really don’t. [ think it would be all right I think 
you might find that you—and you have to make the determination 
for other purposes—that that dependent is a dependent and therefore 
that information could be readily: made available to the paymeasters 
in the field. They have to have it before they can pay the allowance 
and, therefore, they could let the person in very easily or let him out 
very easily, but once a person has elected to come in, I think he is in 
for the rest of his term of service. 

Mr. Kinpay. On the phase of coming in originally, voluntary or in 
voluntary at that time? 

Captain Hoyr. I think that the Department would be very reluc- 
tant to force aman to part with his money. They have to make him 
do enough things, and I believe that as long as the draft is in effect 
that they would prefer to see the voluntary svstem. 

As I say, it is just a question of fixing the rates. 

Mr. Kinpay. Does that voluntary plan go to the extent that he 
would have to elect in rather than elect out? 

Captain Hoyr. No; the other way is much simpler. He elects out. 
In the first place, I think as Mr. Mvers.said, many would say in, which 
is the purpose of the bill, to get as many people in under it, because as 
Mr. Hardy said, they do acquire dependents in a great big hurry, 
occasionally, 

Mr. Harpy. One other question about this voluntary-mandatory 
situation: 

I would like to toy with the problem a little bit. Would there be 
any justification for making it mandatory that anvbody in the service, 
whether inducted or otherwise, who had dependents, would be re- 
quired to come in and make it voluntary only with respect to those who 
had no dependents? 

Captain Hoyr. That is a new thought, and that is a policy question 
that the committee would have to decide for themselves. 

Mr. Harpy. I will tell vou why I raised that question: because | 
think it is likely to come up. If you make it possible for them to elect 
to come back under when they get dependents, the first thing vou are 
roing to know, you are going to have somebody who cies just after 
having acquired a dependent, and he hasn’t elected to come under, 
and you are going to have a special bill coming up here. 

If vou make this thing mandatory with respect to anybody who has 
dependents, and make it automatic, when under the terms of the Pay 
Act they are judged to have acquired a dependent, you will eliminate 
that. kind of specialization that otherwise vou are going to have a 
volume of. 
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Mr. Bianprorp. If I could make a comment on that: I think you 
could defend that position very easily on a mandatory system for 
those people, for as Mr. Kilday said, the fellow you are going to have 
trouble with is the one who will elect to get out to save money each 
month, and he will be the fellow with six children. 

Mr. Kitpay. The fellow who needs it the most. I have had some 
experience with group insurance, and the fellows in the office are the 
ones who really had to have it, and the ones who couldn’t spare the 
$1 a month that thet took. 

Mr. Harpy. | am inclined to feel that anybody who comes into the 
service, whether inducted or otherwise, if he has dependents, he ought 
to be required 

Mr. BLanprorp. It might be a little dangerous because the De- 
pendents’ Assistance Act expires in 1953, but the chances are it will 
be renewed. You might put it on this basis: That any member of the 
Armed Forces who is entitled to a quarters allowance for dependents 
under any law then in existence would be required to contribute to this 
fund. That would solve it for you. 

In other words, that would take care of the boy who comes in with 
a dependent mother. That means this: If he wants to claim his 
mother as a dependent, in order to get the 45 quarters allowance a 
month, has to contribute 75 cents a month for this insurance protection 
for his mother. 

Mr. Kintpay. Am I correct in this: Such compulsory deductions are 
not new in the services. I know in the Army—I don’t know what the 
Navy has—the deduction for the Soldiers’ Home has been put on, 
taken off. 

Mr. Buanprorp. It came off, I think, in 1942; 20-cents a month. 

Mr. Kitpay. It varied, sometimes 5, sometimes 10, and sometimes 
as high as a quarter. It was an involuntary deduction. Of course, 
those were contract soldiers. They were not drafted. They were 
voluntary enlistees, and would be members of the Regular Estab- 
lishment. 

Is there anything comparable in the Navy? Not necessarily the 
Soldiers’ Home. 

Commander Martineau. There have been hospital deductions 
20 cents a month, for hospitals. 

Mr. Kitpay. This, of course, is a question of a voluntary deduction 
with some benefit accruing to the man in the service. Of course, this 
is intended primarily for the career men. Would there be any logica! 
basis for having a provision requiring the voluntary enlistee to get in 
on the service? Would it be elective as to the involuntary? 

Captain Hoyr. That would seem like a pretty good idea, because 
they would be very comparable to industry. You don’t have to work 
for the First National Bank, and you didn’t have to take the group 
insurance out, either. 

Mr. Kitpay. Of course, voluntary enlistments are subject to man) 
restrictions in times of peace, and so on. With reference to the ol 
regulations, that only a man within the first three pay ratings would be 
permitted to marry, for instance. If he did, he would be eliminated 
from the service. 

Captain Hoyr. I am inclined to think that Mr. Hardy has a pretty 
good suggestion there. I think it would save not only the special bill 
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loadup here, but it would save our welfare department an ungodly 
amount of grief. 

Mr. Kripay. On that, there would be many complications elim- 
inated by the automatic coverage. 

Mr. Harpy. When he acquires dependents. 

Mr. Kitpay. Because if you don’t have that, you will have one 
widow getting a great many more benefits than another, and nobody 
is going to inquire as to why, and they are going to say it is unfair and 
discriminatory. 

Mr. Buanprorp. It takes an affirmative act to claim dependency 
for quarters. That, in itself, should be all that would be needed to 
start checking his pay at 75 cents, $1 or $1.50 a month. I don’t see 
why it shouldn’t work. 

Mr. Harpy. You can’t do that unless you make it mandatory for 
everybody who comes in with dependents. 

Mr. BLanprorp. We assume you will make it mandatory for every- 
body who claims he has a dependent. 

Mr. Harpy. The thing that brought this up is the very proposition 
that-you are going to be flooded with special legislation to take care 
of this particular case, because this boy didn’t have an opportunity 
to follow this up. 

Captain Hoyv. I think that is a good point. 

Mr. BLanpForp. These people are all covered for the first 120 days 
they are on active duty. There is no question in your mind about 
that, Captain Hoyt? 

Captain Hoyt. No; that is what the bill does. 

Mr. Buanprorp. Everybody is automatically covered for the 
first 120 days they are on active duty, and that would take care of 
the boy who came on active duty and before he did anything was 
killed in a train wreck or something of that nature, but there is no 
reason on earth why you can’t 

Mr. Harpy. When you induct a man with dependents, don’t you 
have an obligation to his dependents as well as him? 

Mr. BLanprorp. Yes. But of course that is also an argument in 
support of Government support for this program, on the theory that 
there is an obligation on the part of the Government to take care of 
these people. Offsetting against that, we say that there are pen- 
sions for these people, but we don’t think they are adequate, and our 
whole theory here, as I understand it, is that here we have the health- 
iest group of people in the world. There is no healthier group of 
people in the world than members of the Armed Forces, and their 
death rate is amazingly low. On the basis of that great collection of 
healthy people, why shouldn't they all get together through Govern- 
ment legislation and contribute so that the one fellow who has a mis- 
fortune, that his death will be taken care of by the other people? 

That is the whole theory of this thing. 

Mr. Kitpay. How far would you go? Make it voluntary except 
as to those with dependents? 

Mr. Harpy. I would make it voluntary for anyone without de- 
pendents to elect to get out. 

Mr. Price. The knowledge will come to him about these benefits 
during his indoctrination period. 

Mr. BLaANpForp. That has to come. 
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Then how about the situation ofa man who later acquires dependents? 

Mr. Harpy. I would make it dependent, if a man is outside, when 
it has been determined that he has acquired dependents while he js 
in the service. 

Mr. Kitpay. Then he must contribute to the end of his enlistment, 

Mr. Harpy. Yes. 

Commander Martineau. If that were to be adopted, I think you 
would be eliminating one of vour sales arguments for keeping the man 
in the plan: to prevent him from getting out, if you tell him ‘You, 
Jones, sav vou have no dependents. Therefore, you want out. But 
if you should later acquire a dependent, we are going to let you back 
in again, we are going to require vou to come back in again.”” Then 
there are going to be many more of those people who will decline to 
pay their 50 cents or $1, and say “Let me out, because I am going to 
be protected anyway. As soon as I get a dependent, vou are going 
to take care of me.”’ 

Mr. Hardy. That is right 

Mr. BLaANpForb. I suggest that we proceed with your suggestion by 
making it voluntary only for the man who comes into the service 
without dependents, as defined in the Career Compensation Act. 
But, if he elects out, that he deprives himself of that coverage in the 
event that hemarriesor in the event that his mother becomes dependent 
upon him. 

There is only one problem to that, and we will have to cover it in 
the bill, in my opinion. You inducted boys in 1941. He was an 
inductee. He served for the duration of the war plus 6 months, and 
only Heaven knew how long the war was going to last. Now, we have 
to provide an avenue some place, | think, where that boy can come 
back in the system. Take 1941. Then he was 17 or 18 vears old. In 
1945 he was still in the service. Four years passed. He is now 22, 
and he is now married. I think that boy should be allowed to come 
in the system, because when he was inducted he was inducted for only 
12 months under the old original law, but he has been retained on 
active duty for 4 years, so he was never given an opportunity to be 
discharged in order to come under this plan. Perhaps we could work 
out this svstem: that after a person elects out, that he cannot elect u 
for a 2-vear period. How would that be? 

Mir. Harpy. You are going to get into complications if you do it 

Mr. BLanprorb. You have to protect that young man who comes 
inat the age of 19 or 20. Let’s say a fellow is drafted now, he thinks 
he is drafted for 24 months. 

Mr. Harpy. For a 2-vear period he pays 50 cents a month for $500 
coverage. 

Captain Hoyr. Fifty cents would be adequate. 

\ir. BLANDFoRD. Uunder the modified svstem, 50 cents a month. 

Mr. Harpy. Fifty cents a month for $500 of insurance. That is 
just 2-year coverage. 

Mr. BLANDFoRD. $6.a year, 1 percent. That is mighty good insur- 
ance, | percent for $500. 

Mr. Harpy. It seems to me he hasn’t too much to complain about 
on that basis. 

Commander Martineau. Wespeak of protecting thisman. I think 
we protect him best by convincing him he should stay in the plan. 
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That is the best protection we can give him, giving him proper advice 
to stay in, rather than his having 50 cents for cigarettes or beer. 

Mr. Harpy. The point I am bringing up is that while it is true that 
you provide an automatic coverage, if and when he acquired depend- 
ents, during this intervening period he is getting a good deal. 

Commander Marrineav. Certainly he is. 

Mr. Harpy. So there shouldn’t be too much incentive to drop out. 

Captain Hoyr. He has an excellent investment. He has a little 
more for his 50 cents than $500. He can spend $2 more at the marriage 
license bureau and he can sextuple that $500 coverage without paying 
a cent more in premiums. He really has a very fine coverage. 

Mr. Harpy. As to your point, it has merit, but I don’t see why; he 
comes in on this low basis—TI am talking now about your inductee, pri- 
marily where you get somebody who comes in without dependents from 
Missouri, vou have a slightly different picture, or opinion. You will 
not have so many of those, anyway. 

Commander Martineau. If he has no dependents you feel we 
should sell him on the basis of this $500 insurance he gets in the event 
of death without a dependent. 

Mr. Harpy. That is right; plus the fact he will be covered if he 
should decide to take on dependents. 

Commander Martineau. I think many of these voung fellows are 
going to look at it this wav: ‘What good is this $500 going to do me? 
I have no debts or obligations. I am not interested in that $500.’ 

Mr. Kinpay. The average 18-year-old might take the position that 
he would have to die to get it. 

Mr. BLanprorp. For our sake, so we can see exactly what we want 
to write into this bill as a draft—this is the way I understand the 
situation: 

Any person who entered into the Armed Forces on active duty, who 
has dependents as defined by the Career Compensation Act, will be 
required to contribute to this fund. Persons entering into the Armed 
Forces who do not have dependents must within 120 days elect not 
to be covered, period. 

Mr. Kinpay. I will go further than that. If he subsequently 
acquired dependents 

Mr. BLanpForp. I thought we were going to eliminate that 

Mr. Harpy. I think if vou eliminate that vou are going to be flooded 
with a lot of special cases. 

Mr. BLaNpForb. May I go back to this: Put one proviso in there 
(ny person who elects not to be covered mav not volunteer to be 
covered for X number of months or X number of vears. 

In other words, I agree with Commander Martineau that you have 
io give them something to sell the boy. I think they have to say 
“Look, you may not be married now, and vour mother and father may 
he perfectly healthy, but if vou do marry in a few months, your wife 
won't be protected, and this is the cheapest insurance vou can buy.” 
But if vou say “You are not covered, but if vou acquired a dependent 
vou could come in,”’ vou may discourage his participation. 

Mr. Harpy. | think it would be all right if vou said “You can’t 
come in for a period of 2 vears, but after 2 vears if vou have dependents 
vou will automatically be covered.” I wouldn't fuss with that 
because then if he acquires dependents vou have no basis for special 
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legislation or special consideration or anything else. That is specific 
He waived that when he elected to get out. 

Mr: BLanpForp. You don’t mean he is automatically covered | 
the simple acquisition of dependents during the 2-year period? 

Mr. Harpy. No; but if at the end of that 2 vears he has dependent 
he will be required to contribute automatically. 

Mr. BLanprorp. That would be all right. 


Commander Martineau. Mr. Brown handed me a brief set of faci- 


that will be interesting to the committee. National service life insu: 
ance, before the gratuity law was, was, of course, on a purely volu 
tarv basis, vet 92 percent of the men in the Navy took out this insu: 
ance with an average premium of $6 a month. In large numbers o! 
these young men, the majority of them had no dependents. 

Mr. Harpy. That would knock it even further into a cocked hat 

Commander Martineau. It increases the likelihood of being ab! 
to sell these boys the proposition of staying in. 

Mir. Kinpay. They can take the national life insurance at any time 
I believe he was exempt from physical examination for 120 days, bu 
after. 120 davs he has to pass the physical. 

Captain Hoyt. There is another angle: The national service lift 
is a continuing benefit, if you know what I mean. You can do a lo! 


of things with it that you can’t do with this bill. ‘This bill goes to the 


dependents and only a limited amount to the estate. 
Mr. Harpy. There is another fact that enters into that. The 
Navy did a high-powered selling job on that. 


Mir. BLanprorp. I think we understand now, Mr. Chairman, the 


way we will attempt to write this. On these rates, the rates I compiled 
were based on basic pay, and allowances, and I think for the sake otf 
administration that that has to be converted to a straight percentage. 
Mr. Mvers just worked this out. We will have to work it out mor 
carefully, but this is what it will boil down to: 

All officers and warrant officers will pay 2 percent of their basic pay 
and basic pay includes longevity. They don’t use that term any 
more. It includes basic increments. Two pereent for the EA’s to 
E-7; 1.5 percent for the E—4’s; 1.25 percent for E-3; 1 percent for 
E-2; and three-quarters percent for E-1. 

Capt Hoyr. That is too much for E~1; isn’t it? 

Mr. Buanprorp. That is basic pay alone; 75 percent would com: 
out to 50 cents. 

For hazardous duty you have to add—for the enlisted man you take 
1 percent of their fight pay. You have to set up a separate chart for 
fight pay. 

Mr. Kiitpay. On both of those, let me suggest that the tables be 
prepared, the percentages which you propose and also a table in money. 

Mr. BLANpDForD. Yes, sir. 

Mr. Kixpay. In terms of the bill and what it would mean as to per- 
centages, so that we can go over that, and I won’t have to submit it 
to the services. 

And I can submit it to the services so they can study it. 

Mr. BLanprorpb. On that, may I ask if Mr. Kroll and Mr. Myers 
have taken into consideration the possible expansion of the Air Force, 
that is, have they drawn any conclusions from the percentage factors 
I have applied to hazard pay, that is submarine pay and flight pay. 





2157 


Mr. Kroxi. [ Haven't yet arrived at anything on that. I would 
like a day or two. 

Mr. Myers. I have virtually the same answer. A quick look at the 
firures that have been developed seems to indicate that the fund would 
» in a somewhat stronger position under the rates that Mr. Blandford 
has developed than under the basis in the bill. As to how much, I am 
not able to say at the moment. 

Mr. Branprorp. The trouble is that vou can’t guess the size of the 
\ir Force and yet you have always to take into consideration that the 
fund is something we are creating from here on out. You never stop 
it, once you start it. As hazardous duty increases, the strain on the 
funa is gomg to be increased just that much. I think we have to 
offset that with a safety factor, and I think we have to be ve rv con- 
servative in that respect, because we can always reduce these rates, if 
necessary. 

That is the reason that they rates are—for example, second lieu- 
tenants, we are going to charge 3 percent of their flight pay. Three 
percent of $100. It is $3 a month more for aviators, second lieu- 
tenants. That may be a little high, but there was a safety factor. 
That meant that under this system a second lieutenant in the Air 
Force would pay $3 a month out of his flight pay and then ho would 
pay 2 percent of his basic pay, which would be around $6, I think. 
So his total contribution would be $9 a month. I will grant you if he 
dies his widow gets 25 percent of his basic pay, which is the same as 
the basie pay for a second lieutenant of the infantry, so that she gets 
no more than the wife of the second lieutenant of the infantry. 

On the other hand, he is drawing $100 a month more pay. I think 
vou can justify it on that basis. 

Mr. Kinpay. That is all right. There is nothing wrong with that. 

Captain Hoyt. On the subject Mr. Blandford just raised, I have 
taken a very quick look—it was raised only vesterday—at the rates 
that Mr. Blagden and Mr. Strock proposed for the fliers on the basis 
that they had to be completely self-sustaining, and they are going to 
the risk involved. 

Mr. Blandford’s rates come very close to the Prudential recommen- 
dations, though they are not exactly the same, but they are pretty 
close to It, 

! would say that the Air Force or naval aviation and the people who 
vo with it could expand considerably under your rates without runniag 
nto any danger. 

Mr. Kirpay. I think that is all we will be able to go this morning. 
We will not be able to meet tomorrow. We wil! meet again on Mon- 
day. We will now stand in recess. 

(Whereupon, at 11:35 a. m., the hearing in the above-entitled matter 
was recessed until Monday, September 24, 1951.) 








SURVIVOR BENEFITS LEGISLATION 


MONDAY, SEPTEMBER 24, 1951 


Housr oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SuRvivoRS BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Wash ington, DD, ¢ 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. The subcommittee will be in order. We have a 
committee print here this morning on this bill, of things that we have 
discussed in the past, and I think we will start from the beginning 
of the bill and go through these changes. I believe it would be well 
if we had the actuaries and representatives of the Department all 
here so we can have an informal discussion. Mr. Blandford, will 
you just go through the bill and discuss each amendment. 

Mr. BLANpDFoRD. Yes, sir. 

The first change, Mr. Chairman, appears on page 2 of the com- 
mittee print. You notice that we added ‘deck officer of the Coast 
and Geodetic Survey,” which of course was an oversight in- the 
original bill. 

Then on page 2, on line 21, you will notice that we strike out the 
words, “a retired member.”’ We propose to deal with that retired 
member. on a different basis entirely as we get over into the rest of 
the bill and give him a number of options what were discussed briefly 
last week. [| might say that what we have done in this committee 
print is to go right through the whole bill and make all the changes 
that have been brought to my attention or changes that the sub- 
committee has indicated would be desirable. Of course, evervthing 
in it is tentative. Some we haven't discussed and others have been 
briefly mentioned. 

Mr. Kinpay. As we go through, | am going to expect you to speak 
up if you are out of agreement, any of you. 

Commander Martineau. Yes, sir. 

Mr. Myers. Yes, sir. 

Mr. BLanprorp. Now on page 3 we have stricken from lines 5 
and 6 the words, “placed on such list by reason of a disability incurred 
while on active duty in excess of 30 days.”” You will remember that 
\ir. Gavin raised that point. ‘The language was unnecessary to start 
with. If we just sav “a member of a uniformed service while on a 
temporary disability retired list of a uniformed. service,’ period, 
that is sufficient. Of course, you will have this situation and it is a 
peculiar situation, but I don’t see any way out of it. A reservist 
ordered to active duty for less than 30 days who is injured to such an 
extent that he is eligible to be placed on the temporary disability 
retired list will be considered to be a contributing active member from 
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the date that he is placed on the list, even though he has not bee 
ordered to active duty for a period in excess of 30 days. That is ad 
ministratively possible because the deduction will be taken from h 
retired pay, which is a minimum of 50 percent and can be a maximu 
of 75 percent while he is on the temporary disability retired list. Bi 
you have control over that man’s pay as soon as he is entitled to tha 
retired pay. You can make the deduction. 

Now, that is the one reservist who would be covered in spite of th 
fact that his orders read for just training purposes only or somethin 
of that nature. 

We can cover that without covering the rest of the reservists. | 
we covered the rest of the reservists, of course, we would create 
tremendous administrative problem because we would have to cov: 
the millions of reservists who train for 2 weeks each vear or train fo: 
| nicht a week and get paid for those drill periods and you woul 
have to set up an elaborate deduction system for those people 
You would have to have paymasters all over the countryside making 
those deductions. So you do have the somewhat anomalous situa 
tion here of a reservist who is injured who is entitled to be placed o1 
the temporary disabilitv retired list qualifying as a contributing 
active member. 

Now, note this, that if that reservist is ordered to active duty for 
a period of less than 30 days and makes no contribution because there 
is no requirement and is killed, his widow is not protected by this law 
in any way, shape or manner because he hasn’t been contributing 
Of course, we can’t add people to the fund who haven’t contributed 
to the fund. But that man, of course, is covered by Public Law 108 

Mr. Harpy. Where do you take care of that provision? 

Mr. BLanpForpb. Pardon? 

Mr. Harpy. Where do you take care of coverage through con 
tributing? 

Mr. BLANDFoRD. Well, we take care of the man later on in’the bill 
in the situation for the man who contributes. 

Mr. Harpy. You make him a member under this section. 

Mr. BLanprorp. We make him an active member and then further 
in the bill we make him a contributing member. On page 6, we say 
that 

The term ‘contributing active member’’ means an active member from who 


pay deductions specified by section 6 are required to be made. 


Mr. Kinpay. Specifically as to this change on page 3, it just includes 
those persons on the temporary disability retired list and the Care: 
Compensation Act defines who can be on. 

Mr. BLanprorp. Yes, sir. 

Mr. Kitpay. The temporary disability retired list. So we cove: 
evervbody who would be covered under the provisions of the Caree: 
Compensation Act, without repeating this other language we have in it 

Mr. BLANpForD. That is right, exactly. It is everybody who is on 
the temporary disability retired list. But I do want to point out to 
vou that you have the situation which somebody is liable to discover 
and indicate what we have made a mistake that we haven't, that you 
covered a reservist on one hand and vou left out all the reservists on 
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Mr. Kinpay. We only cover those reservists who under the pro- 
visions of the Career Compensation Act would be entitled to retire- 
ment? 

Mr. BLanprorpb. That is exactly right, 

Now, we have added to the term ‘retired member” the words “or 
entitled to.” Maybe it is a phobia I have or a complex, but I think 
that the words “or entitled to” should always appear wherever you 
grant anything, because I am still of the opinion that if you grant 
retired pay to somebody you are running into the problem of the dual 
compensation laws. 1 think the language is much safer if you add 
the words “‘or entitled to’, so that the man who might for some reason 
or other be waiving his retired pay, would still be entitled to it, and 
would be covered by the act, if he contributes to the fund. 

Mr. Kinpay. It is an abundance of precaution. 

Mr. BLanpFrorp. That appears again on page 3. 

Now, on page 4, we have added a new category, that is a member 
transferred to the honorary retired list of the Naval Reserve or 
Marine Corps Reserve without pay. That covers a retired member. 
The covers a retired member. If I am not mistaken, the purpose 
of that, Miss Pepper, is to cover that retired member if he comes 
back on active duty. 

Miss Pepper. Yes. 

Mr. BuanpForp. He is not receiving any pay. Therefore there 
can be no deductions from his retired pay while he is on the honorary 
retired list. So you won’t have the problem of covering somebody 
who is not making a contribution. But that honorary retired man 
ean be ordered to active duty and during World War II many of them 
were, in which case while on active duty he will be considered to be a 
retired member. 

It just occurs to me that we haven’t done anything with that indi- 
vidual. 

Miss Perper. Well, he wasn’t even considered as a retired member, 
because we described a retired member as those 

Mr, Buanprorp. We haven’t done anything for this man now 
because when he comes back on active duty if we adopt the theory 
of once retired, always retired, he still wouldn’t be entitled to any 
coverage. So this doesn’t really mean anything. 

Commander Marrineav. Treat him like every other retired mem- 
ber going back to active duty, under this section. 

Mr. Buanprorp. Except having been retired without pay, he is 
not covered when he comes back on active duty. 

Miss Pepper. That is an amendment we had before we changed the 
scheme for the retired people. 

Mr. BLaANpForD. You see my point? 

Miss Perper. Yes. 

Mr. BLanpFrorp. It is superfluous because you are not doing any- 
thing for the man. 

Miss Pepper. Yes. 

Commander Martineau. He will be just like the retired man who 
went to the retired list and chose not to take one of these options and 
who then was ordered back to active duty. He will be in the same 
category as that under this new subsection. 
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Captain Hoyvr. I think there is a danger, if I may- 

Mr. BuanpForp. I do, too, I think it ought to come out. 

Captain Hoyr. That is right. Later on in the bill we say a man 
who is retired and who is not receiving the pay could deposit with 
the fund the necessary money to put these people in, and if somebody, 
had the money or was sick or in bad health he could then deposit this 
money and be a source of very severe anti selection. I think it should 
come out. 

Commander Martingeav. We don’t say he is not entitled to retired 
pay. 

Mr. Buianprorp. I think the matter should be held in abeyance 
Mr. Chariman, until we decide what to do with retired members. It 
we decide that the retired member should be allowed to contribute to 
the fund and be covered as an active duty member, then there would 
be a definite advantage to leaving it in. 

Mr. Kitpay. We will hold that in abevance. Go ahead with the 
other. 

Mr. BLanprorp. Now you will notice on line 18 we start the first 
use of the word ‘‘contributing’”’. We are going to have several types 
of people involved here. We are going to have active duty members, 
retired members, and contributing active members. That is a safe- 
cuard, to define the term, to differentiate between the active member 
who elects not to be covered, who doesn’t have a dependent, and the 
contributing active member who will be automatically covered by 
the acquisition of dependents or having dependents at the time the 
act goes into effect. 

Mr. Harpy. You are going to have active members who are not 
contributing members? 

Mr. BLuanprorp. Yes, you have the active member who has _ no 
dependents at the time he enters the service and who elects for a 2- 
year period not to be covered and therefore not have deductions made. 

Mr. Harpy. You still call him a member? 

Mr. BLANpForbD. He is an active member but is not a contributing 
active member. That is where you have to differentiate between 
the two. 

Then on page 6 we define the term “contributing active member”’ 
which means an active member from whose pay deductions specified 
by section 6 are required to be made. Now, we are going to require 
these deductions to be made. You changed it while it is not com- 
pletely mandatory, nevertheless you haven’t made it completely 
voluntary. So you have this situation, the bill requires all people 
who have dependents to contribute. 

Captain Hoyt. Would that be better if you just said “are made’”’ 
because there are going to be some volunteers, I hope? 

Mr. BLANprorp. No, because we discussed that. You would 
have this situation in that case, Captain Hoyt. You will have the 
man who automatically acquires a dependent and an actual deduction 
is not made until the end of the month. In other words, he marries 
on the tenth of the month. He dies on the thirtieth of the month 
No deduction was ever made from his pay, but the law required a 
deduction to actually be made at the time of his next payment. As 
it is now he is covered from the first of the month. But if you put 
the language in there ‘“‘are made,” the Comptroller General would 
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rule that the contribution actually had to be made in order for him 
to be covered. That is the reason we say ‘‘are required.” 

Mr. Kinpay. Go ahead. 

Mr. BLanpForp. On page 8 we have taken the bull by the horns, 
I hope, with the permission of the subcommittee; that is, we have ter- 
minated the payment to the father or mother in the event that there 
is only one parent who actually survives and so have terminated the 
payment if the father or mother remarries, remarries is actually the 
change. We have done that on the theory of consistency. That is, 
we have taken the payment away from the widow if she remarries and 
we see no reason why we shouldn’t discontinue the payment again for 
the solvency of the fund if the mother who survives or father who sur- 
vives, remarries. 

Now, that is a question of policy. But, again, you are dealing with 
a very small contribution for the active duty member. Since that 
deduction is so small, at least it is my opinion that the fund should be 
strengthened wherever possible to permit a more equitable distribu- 
tion of the funds that you have available, also to preserve the solvency. 
This will work out an actuarial equivalent, too, that will be to the ad- 
vantage of retired personnel. At least it will help the whole situation 
and particularly the retired personnel will never be a drain upon the 
fund in any way if you reduce these benefits by making them terminate 
upon remarriage. 

Mr. Harpy. I gather from the last line m the first paragraph there 
of section 9 that you considered that remarriage constituted death. 
If you say “upon the death or remarriage of either parent, the sur- 
viving parent”’. 

Mr. Bianprorp. ‘Such father or mother, if but one was so depend- 
ent, shall be paid an immediate annuity terminable upon death or re- 
marriage”. In other words 

Mr. Harpy. I am talking about on page 9, the end of the first para- 
graph on page 9. 

Captain Hoyr. Line 6. The remaining parent. 

Mr. Buanprorp. The word “surviving” is what you question? 

Captain Hoyr. That is right. 

Mr. BLanprorp. We can change that to the remaining. It doesn’t 
cease to be a parent to the boy, though, of course. 

Commander Marrineavu. Well, the other parent. 

Mr. Bianprorp. The other parent shall be paid. Or we can just 
make it the other parent. I think that would do it. I see vour point. 
The fact that they are remarried doesn’t mean that they have ceased 
to live. 

Mr. Harpy. That is right. 

Mr. BLaNpForpD. We can make that the other parent. 

Mr. Harpy. That would be all right. 

Mr. Buanprorp. I think the other is all right. 

Captain Hoyr. We can get that language. 

Miss Peprer. Couldn’t you say “one” instead of “either’’? 

Mr. Myers. Yes. 

Mr. BuanpForp. Yes, vou could say “upon the death or remarriage 
of one parent, the other parent shall be paid the full amount of such 
annuity.” 

Now, section 5: We changed that at the first meeting, if you will 


recall, so that we take care of the beneficiary who is alive at the time. 
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Mr. Parrerson. Wait asecond. You better go back now. ‘Upon 
the death or remarriage of the other’’— 

Mr. Buanprorp. “Of one parent, the other parent shall be paid 
the full amount of such annuity.” 

Section 5 was the change we made at the first meeting, so that 
you wouldn’t have to 20 back to find out if the man ever did have 
beneficiaries at any time during his career. 

Mr. Kitpay. The status with reference to dependency is deter- 
mined at the time of his death? 

Mr. BLanprorp. That is correct. 

Section 5 (b) is an improved provision to take care of—it is a 
so-called “notch’’ provision. 

Mr. ArENbDs. So-called what? 

Mr. BLanprorp. N-o-t-c-h, I presume. . 

Mr. Myers. Yes. 

Mr. Buanprorp. This is the situation you might have. Say the 
only beneficiary a man has is a boy or girl 17 years and 11 months 
old. The man dies and you are going to let him have $500 or 25 
percent of his basic pay whichever is greater. But since the boy is 
under 18, he will get paid for 1 month, which might be $20. Upon 
attaining the age of 18, he is entitled to nothing. So all that boy 
has gotten for all the contributions that his father has made is $20. 

Mr. Myers. If the boy had been 1 month older, he wouldn’t have 
been eligible for the monthly annuity, but he would have received 
the larger lump sum payment of $500. So this would assure that 
at least an amount equal to the lump sum payment would be paid 
out in toto. 

Mr. BLanprorp. This is to guarantee that the estate will have 
$500 and that you won’t satisfy the payment by just making one 
contribution for a month, which is all the boy would be entitled to, 
and then stopping that payment and then there would be nothing 
left. 

Mr. Parrerson. Russ, how about a case where—I don’t know if 
it applies in this particular bill, but how about a case where a re- 
tired officer takes a Government job? 

Mr. BuaANpForD. We have provided for that here. That is_be- 
cause of the dual compensation laws. What that retired officer can 
do is this: He can eontribute to the fund. In other words, let’s 
use the case of the colonel that we used the other day who must 
contribute $1,120 a vear to the fund in order to guarantee his wife 
an income of $3,000 a year upon his death. He works for the Gov- 
ernment and therefore he is not drawing retired pay. There again, 
I vo back to the words “guaranteed or entitled to’? as being so im- 
portant in my opinion. 

Now, let’s say he has a five- or six-thousand-dollar job with the 
Government or say an $8,000-a-year job with the Government and 
thus does not draw any retired pay. By paying into the fund $1,120 
a year he can guarantee that his widow will receive 50 percent of the 
retirement amount that he would otherwise be drawing except for 
the fact that he is working for the Government. 

Mr. Parrerson. Allright. Say a month before his death he resigns 
in the Government and immediately elects to go back on the retired 
list and pay in a certain percentage to the benefit fund for his wife. 





Mr. BLanprorp. Well 

Mr. Parrerson. Then what happens? 

Mr. Bianprorp. In the first place he has to make his election 
within 1 year if he is now on the retired list as to what he wants to 
do. If he elects to be covered and then because of the dual com- 
pensation laws he can no longer be paid retired pay, there will be an 
automatic stoppage of retired pay in his case. He would have to be 
notified by the retirement people that in order to keep that fund 
alive for his widow-to-be or his wife at that time he must contribute 
$1,120 a year. Itis up to him to make that payment to the uniformed 
service benefits fund, not the Federal Government. 

Now, if he works for the Government and in the last month before 
his death stops working for the Government and goes back to the 
retired list, instead of his making a contribution to the Govern- 
ment they will merely withhold one-twelfth of that $1,120 for that 
month and his widow will be automatically covered. There is no 
problem there. 

Mr. Harpy. But he has to make that payment directly during 
the period of his other employment? 

Mr. BLanprorp. Yes, definitely. We can’t do anything about that. 
That is the only way we can handle that, make him make the pay- 
ments directly. I don’t see any other solution to that, unless you 
wanted to set up an elaborate deduction system for as many Govern- 
ment agencies as he might work and I think that would be a pretty 
expensive proposition. I think in setting up a system such as this 
which is so closely allied to commercial insurance we have to place an 
awful lot of judgment in the hands of the people who are going to be 
entitled to these benefits® 

Mr. Parrerson. Is the Navv going into that, Commander? 

Commander Martineau. Yes. It is sound and we go alone 
100 pereent with what Mr. Blandford just described 

Mr. BLANDForRD. Now, on section 6, you will notice we made some 
changes there. 

There shall be deducted from the monthly basie ps 
pay or any portion thereof of each contributing active member at 
upon the following percentage of that pay (if the resultins 
multiple of $0.25 shall be adj sted to the nearest multiple of $0.25 

Mr. Kuinpay. Now, on these rates, we are not in a position to Say 
whether they are adequate, inadequate or what. We are going to 
have to have the testimony of the actuaries. We won’t go into the 
question of changing from a monetary sum to a percentage, but the 
adequacy of the percentage proy ided, any support or opposition to 
it. What is the sgeoe ed vou gentlemen on that? 

Mr. Myrrs. Mr. Chairman, over the week end we have _ a 
study of this, and we will pre pare a short report on it. I have here 
a table which gives the results of this study and which, if vie would 
like, 1 could discuss now. 

Mr. Kinpay. Well, I think that would be all right. 

Mr. Myers. Mr. ¢ iiecenae) the main part of this table is contained 
in the first section of figures there. Briefly, these fures re 
the ratio of the benefit obligations under the system he con- 
tributions. 

In other words, if we obtain a ratio of well less than 100 percent, 
that means that the system will have plenty of money. For the bill 
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under its original provisions, the ratio of benefits to contributions 
was about 78 percent. In other words, there was a 22-percent margin 
for both contingencies and also to meet the cost for the adverse 
selection for the joint and survivor annuity options for the retired 
members. 

On the table, according to your request, we have made different 
assumptions as to the proportion of officers who would be in flying 
status, since, of course, that will affect the solvency of the system. 
Quite obviously, the more officers in flying status, with the greater 
hazards involved, the greater would be the cost to the system. 

We have also made varying assumptions as to the proportion of 
those without dependents who would participate in the system. In 
other words, in this first column we have taken or assumed variously 
first that all without dependents would participate, down to the as- 
sumption that nore would participate. 

Now, I might mention that the assumption that none would par- 
ticipate could not possibly eventuate because, as you know, many 
members would be compulsorily covered because of having dependents 
and would then lose their dependents but would have to continue to 
participate. 

Now, as you will notice, the figures in the table are all quite well 
below 100 percent. 

It is true that in the lower right-hand corner of the table where a 
very low percentage of participation is assumed and where a very 
high proportion of officers is assumed to be in flying status, the 
percentages go up as high as 85 to 90 percent. However, the more 
likely portion of the table is probably in the middle of it, where the 
figures run around 65 to 70 percent. * 

It will be noted that these figures of 65 to 70 percent leave a very 
sizable margin for contingencies, so that the system is very adequately 
financed and, in fact, might be said to be overfinanced. In fact, as 
compared with the original bill, where the ratio was about 78 percent, 
these figures in the middle portion of the table being lower indicate 
that the system under the new contribution schedule is even more 
adequately financed than the original bill itself. So I think that you 
are providing a very good margin of safety and that when actuarial 
valuations are made on this system after it has had some experience, 
you will find that the system has more money than it really needs. 
If so contributions can be reduced later, which of course is much 
easier to do than to attempt to raise them. 

At the same time we also have examined the adequacy of these 
new contributions according to pay grade and we find that there is 
an even better degree of equity as between pay grades. In other 
words, each grade in large extent is carrying itself and leaving a 
suitable margin for contingencies and for the antiselection under 
joint and survivor annuities for the retired members. 

Mr. Buanprorp. You might explain, Mr. Myers—to use an illus- 
tration on the chart that you have, let’s say that 25 percent of the 
men in the service who do rot have dependerts participate in this 
fund. That is not an unreasonable estimate at all. And let’s say 
that 25 percent of your personnel are flying personnel. Then your 
77 percent figure means that your fund will have a 23 percent safety 
margin, is that the way you figure that, Mr. Myers? 
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Mr. Myers. Yes, that is correct. That is assuming that 25 percent 
of the officers fly and that only 25 percent of those without dependents 
participate. Now I think that 25 percent participation for those 
without dependents is really a rock-bottom figure. As we have gone 
into it before, this proposed method of coverage requires that the 
individuals elect not to be covered, and with human inertia being as 
it is, and also with the fact that this is a good plan, and many members 
will want to participate when they are educated as to what the plan 
provides, it seems to me that we will get far beyond having only 
25 percent participation of those who don’t have dependents. 

In fact, | believe it would be more likely that you would get 75 
percent. So with the 75 percent, your ratio would be 64 percent, 
indicating a 36-percent safety margin. 

Mr. BLanprorp. This also will protect the fund in the event that 
there is a tremendous expansion of the Air Force, to such an extent 
that you might even have at some time or other 35 percent of your 
officers in the Armed Forces in a flying status and entitled to fiight pay. 

Now, as has been indicated, that is a pretty high figure and probably 
will not eventuate. But at least you are protected in the event that 
it does go to that extreme. 

I might ask this, Mr. Myers: You assumed just officers flying, is 
that correct? 

Mr. Myers. Yes. This, as in the other calculations, assumed just 
that officers were flying. It took into account that the death rate 
used for the enlisted men included some flying deaths. On the other 
hand, it was conservative in that in the contributions we made no 
allowance for the extra contributions for flight pay for enlisted men. 

Mr. Parrerson. Did you take into consideration wartime flying 
and peacetime flying, or is this just based strictly on a peacetime 
operation? 

Mr. Myers. This is based roughly on peacetime operations over 
the last few years, so that there is a lot of training flying in there, but 
none of the actual mortality that might eventuate in a large-scale war. 

Mr. Parrerson. How would a war, well, like this one going on in 
Korea, affect these percentages? 

Mr. Myers. Well, I think from the seale of operations that are 
voing on in Korea, the fund would be relatively little affected. But 
if there was a large-scale war, it is really actuarially impossible to say 
just what might be the consequence. But in a relatively small-scale 
engagement such as Korea—the deaths that have occurred are quite 
sizable in number, but not relatively when they are compared to the 
size of the Armed Forces involved—the additional strain would not 
at all seriously affect the fund. There is quite ample margin to 
carry that. 

Commander Martineau. Aviation mortality in Korea, according 
to our figures, has been very low, sir, lower than it is for aviators in 
this country. 

Mr. Suorr. That is right. It is just about 700. 

Mr. Parrerson. You can never tell when the enemy might step 
up the opposition. 

Mr. Myers. Absolutely, right. 

Mr. Parrerson. In business you have to look a little to the future. 

Mr. Myers. That is right. 
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Mr. Buanprorp. That is the whole idea 

Mr. Saorr. Of course, it is pretty unpredictable. 

Mr. BLanprorp. That is the whole idea, of having a pretty big 
safety margin to start with. 

Mr. Parrerson. Yes. 

Mr. Suorr. It is much easier to reduce than to increase. 

Mr. BLANpForpb. Five years from now if you want to reduce it, 
you can reduce it. 

Mr. Parrerson. That is right. That would be about 34 percent 
in there, is that right? What is your margin of safety? 

Mr. Myers. Well, for what I consider to be the most reasonable 
combination of assumptions here, I think the margin of safety is 30 
to 35 percent. 

Mr. Parrerson. All right. 

Mr. Myers. It conceivably could be more. It conceivably could 
be a little bit less, but I think at a minimum, really, the margin of 
safety is 20 percent. 

Mr. BLANDFoRD. Now could you state categorically, Mr. Mvers, 
that had vou had that margin of safety in effect at the outbreak of the 
war in Korea, and assuming this fund had been in operation, say, for 
a year prior to that, that the Korean casualties with these percentage 
deductions would have been able to have been covered adequately 
bv the fund? 

Mr. Parrerson. That wouldn’t be a good example, Russ, just 
from what the commander said. 

Commander Marrineav. That is considering the sizable casualties 
in the other services, too, especially the Army and Marine Corps. 

Mr. Buanprorp. I am considering 14,000 deaths in Korea. 

Mrs Parrerson. All right, what if they were all members of this 
fund? 

Mr. Buanprorp. If every one of these people had been covered in 
this fund, according to the testimony we received the other day, the 
fund would have been self-supporting. And you feel with this per- 
centage deduction, the fund would even have a margin of safety in 
addition to being self-supporting? 

Myers. Yes, that is rieht. 
Branprorp. Even with the war in Korea‘ 
Myers. That is correct. 


Bianprorp. We could even go on beyond that and perhaps, 


) 


ruess double your casualties and vour fund would still be self- 
ustaimins. 

\Ir. Parrerson. Would it if the casualties were doubled over there, 
would this fund be sound, solvent? 

Mir. Myers. I belheve that it would be. You would be getting 
closer, of course, to the margin of actuarial balance then. But 
certainly over 

Mr. Parrerson. Well, with any high reversal in your figures here, 
you would be out of business, wouldn’t you? 

Mr. Myers. Well, if it were continued for a long period you would 
be in difficulty, except these difficulties would not come immediately 
because we are not paying out lump sums here of, say, $10,000 for each 
death. Weare rather entering into the actuarial commitments in the 
future of paying out a pension. 

Mr. Parrrerson. I see. 
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Mr. Myers. You see in these figures I have, for instance, we have 
taken into account what we call the present value of the annuities 
that would be paid to the survivors and compared them with the 
contributions in the year. 

For instance, if you were to pay a pension or an annuity to a 
surviving widow, age 65, the present value would take into account 
that that widow would live on the average for, perhaps, 13 years, and 
it would sum up those payments for the 13 years, taking into account 
interest at 2) percent. 

In other words, for this widow, you might have to put up for a 
pension of, say, a thousand dollars a year, a lump sum present value of, 
perhaps, $12,000. That $12,000 taken as a lump sum, plus the interest 
it would provide, could pay this widow the thousand dollars over a 
period of, perhaps, 13 or 14 years. 

Mr. Parrprson. $12,000? 

Mr. Myers. You see, if you put up a single amount of $12,000 

Mr. Parrerson. Yes? 

Mr. Myers. As, for instance, putting it in a bank account, and then 
out of that you pay the widow $1,000 a year, and into it you credit the 
interest that it receives, that $12,000 will, of course, pay out more 
than $12,000. 

Mr. Parrerson. It sure will. 

Mr. Myers. It will pay $13,000 or $14,000. And, roughly, that 
would pay for the widow’s pension if she lived for the average expec- 
tation of life. 

Now in our calculations we have taken into account what we call the 
obligations incurred in a vear, for a vear’s deaths, taking into account 
how long these pensions will be paid in future years, but taking into 
account 

Mr. Parrerson. Those are all assumptions, how long a pension is 
going to be paid? 

Mr. Buanprorp. But they are all assumptions that imsurance 
companies have survived on for vears. I mean they will predict, for 
example, the life expectancy of everybody in this room. Now, some- 
body is voing to distort that by living bevond that period. 

Mr. Parrerson. Mr. Myers. Will you continue, then, so I can 
follow you? 

Mr. Myers. Yes, sir. So that in figuring the deaths in a year, we 
figured the benefit obligations that would be incurred by taking the 
present value; in other words, the lump sum that is equivalent to all 
these future pension payments, and we aggregate all those lump 
sums. Now, as you can see, if we had a large number of deaths in 
| year, those actuarial obligations would be very high for 1 year, 
but the actual payments out of the fund would be spread out over the 
next 10 to 15 years, so that some provision could be made for them 
as you went along, instead of having the fund all of a sudden be 
bankrupt in a year by having to pay out large lump sums. 

Mr. Parrerson. Well, the fund itself wouldn’t necessarily have to 
be bankrupt in 1 year, but over a period of, say, 5 years of high 
casualties you are insolvent. 

Mr. Myrrs. Yes 

Mr. Parrerson. I mean, you just can’t get to stay in business as 
far as I can see. 

Is that right, Commander? 
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Commander Martineau. Well, the way I look at it, sir: You 
would always have money in the bank, so to speak, to meet you: 
immediate payments for a long period of time, and that assumes that 
the Board and the Congress paid no attention to the necessity o! 
changing the rates 

Mr. Parrerson. Yes. 

Commander Martineav. Of contribution due to this increased 
rate of casualty. Now, if no attention were paid to that, and if 
your casualties continued at a high rate over a protracted period of 
time, then in due course you would actually become insolvent and you 
wouldn’t have money in the bank to pay your immediate payments. 

Mr. Parrerson. What if this fund had just been put in operation 
at the beginning of World War II, at the conclusion of the war, what 
shape would you have been in with the number of casualties you had 
at that time? 

Commander Martineau. We have a study made of that. 1 
would like to have Captain Hoyt take that. 

Captain Hoyt. We made a study on the rates in the bill and the 
proposed rates before the latest changes in it. This is going to appear 
rather surprising. Of course, you have to make some shotgun as- 
sumptions. You have to take the marriage factor, which was ex- 
cellent in the enlisted people because the Veterans’ Administration 
had puncheards which showed whether every enlisted man that died 
had a wife or children, you see, or dependent parents, or whether he 
had none. So we take that rate. 

For the officers we assumed the same rates of marriage as are current 
today in the service. That may be high. It may be low. Now, had 
the original rates in the bill been in effect at the end of the 6 years of 
World War 2, the fund would have been $175,000,000 in the hole, as 
far as officers were concerned, and $44,000,000 in the hole as far as 
vour enlisted people are concerned, or a total of approximately 
$219,000,000. 

Now, that is the total obligation spread out over 95 years. In other 
words, you will have some widow that will not get remarried and 
will live 

Mr. Parrerson. Therefore, on the cold figures you are out of 
business, you are insolvent? 

Captain Hoyr. No; that is not so, because a 10-percent raise in the 
enlisted people would cover the thing. 

Mr. Parrerson. [ am not trying to oppose this measure. 

Captain Hoyt. No. 

Mr. Buanprorp. But that is correct, your fund is insolvent? 

Mr. Parrerson. I am looking at this from a cold business point of 
iew, and I know you can’t run a business on figures like that, Cap- 
tain, In private industry. 

Captain Hoyr. After all is said and done, we are not trying to run 
a plan that is going to be charged wartime casualty rate during 
peacetime. That wouldn’t be fair to the people in the service. 

Mr. SHort. You can’t have your rates too high. 

Captain Hoyt. Well, as I say, as far as vour enlisted people are 
concerned in World War II, this fund on these present rates could 
have swallowed it because during the 5 years of peace that have passed 
since that time, the margin of safety on the enlisted people made up 
the $44,000,000. 





Mr. Harpy. I think the key to the question that vou raised, Mr. 
Patterson, is the question as to how much you would have had to 
increase your rates for the World War II period in order to have re- 
tained the solvency of the fund. 

Captain Hoyt. That is correct. 

Mr. Suorr. Yes. The figure you gave covered only a 4-year 
period? 

Captain Hoyr. Yes. 

Mr. SHort. Where we had heavy casualties. But over any ex- 
tended period of peace, of course, vou could take up the slack. 

Mr. Parrerson. Yes. Of course, | can work it out in peace. That 
is very simple. I am thinking of casualties in war. 

Mr. Harpy. It is contemplated, is it not, that if we get in an all-out 
war vou will have to increase the rate? 

Captain Hoyt. That is correct, Mr. Hardy. The bill 

Mr. Parrerson. That is exactly what [ was coming up to. I think 
you were going to work on it on the same basis. 

Captain Hoyr. No. 

Commander Martineau. There is a provision for that. 

Captain Hoyr. Séction 16 in the bill covers that. 

Mr. Kiipay. Of course, that is what justifies the provisions for 
increase. 

Commander Martineau. The Board has to make an annual report 
to the Congress and an actuarial valuation has to be made not later 
than every 5 years. 

Mr. Havenner. If the fund were being set up for private business 
operation, how much would you have to increase the rate in order to 
allow for an element of profit? 

Mr. BLanprorp. What was that, Mr. Havenner? 

Mr. Havenner. For an element of profit? 

Mr. BLaNnpForpb. You have an element of profit right now of some 
30 percent here. 

Mr. Havenner. Would that be sufficient for a private insurance 
company? 

Captain Se Probably it is higher than a private insurance 
company. I don’t know what the situation is there. 

Mr. Myers. Most private life insurance companies are mutual 
companies. But for stock companies I believe the margin of profit 
runs only 1 or 2 percent of their premiums. Because of the competi- 
tion with the mutual companies, they have to cut the profit margin 
pretty thin. 

Mr. Havenner. Well, on what theory are you going to set up a 
public fund which allows for a margin of profit? 

Mr. Bianprorp. This isn’t a public fund, Mr. Havenner. What 
this whole thing is, is Congress assisting the healthiest group of people 
in the world to get together to form an insurance system of their own, 
in a sense, out of which the members themselves will participate, the 
members will pay for their own administration, and what we are 
merely trying to do is to jell together for a common effort all of the 
contributions of people who happen to belong to the same type of an 
organization. 

Mr. Parrerson. You can’t make a comparison of an armed service 
retirement bill and one of Congressmen. 





Mr. Buanprorp. No; I didn’t say Congressmen. I say Congress 
is merely helping these people. 

Mr. Parrerson. Yes. 

Mr. BLuanprorp. Oh, no, I wasn’t making any comparison—— 

Mr. Parrerson. I was 

Mr. Bianprorp. No; all I am saying- 

Mr. Parrerson. The only casualties we suffer is at election time. 

Mr. Havenner. Are the benefits which you propose under this 
present system here, the system you are now advocating, higher than 
the benefits which a private company would pay if it were operating 
for profit? 

Mr. BLanprorp. Higher. 

Mr. HaveNNER. Yes. 

Mr. Buanprorp. Much higher. The reason vou ean do it is 
because you are combining together in a common effort the healthiest 
people in the world. 

Mr. Kinpay. Of course, when you said the element of profit, you 
were using that im the sense of profit to the fund. 

Mr. BLANDForRD. It is a loose way of using the expression. 

Mr. Kinpay. To increase or maintain the solvency of the fund. 

Mr. BLaNpForbD. It would be possible, Mr. Chairman, to do this 
and there would be no reason why you couldn’t. If we have a long 
period of peace, it might be possible for the Board in 10 years to come 
back to Congress and say “‘ We ought to increase from 25 percent basic 
pay to 30 percent of basic pay for the survivors, because we have more 
money than we know what to do with.” 

Mr. Arenps. It is just like had the plan been in effect for 20 vears 
up to this particular time and the so-called period of inflation coming 
along, with sufficient amount in the fund, we could step it up 10 
percent, as vou are suggesting here. Congress can do that. 

Mr. BLanprorp. If desirable. In other words, there are any 
number of possibilities involved in a thing like that. What we are 
saving is merely this: Let’s start off with a well-considered margin of 
safety on our side. 

Mr. Parrerson. And contingent upon peace. 

Mr. BLANpForD. Now, if we are going into all-out war, we are 
going to have to raise the rates or the Government is going to have to 
step in and make some kind of a contribution for each person. If we 
eo through a long period of peace or if a situation such as Korea pops 
up again which takes little nitches out of the fund, you might leave 
it alone for 5 or 10 years. 

Or it is very possible at the end of 10 vears that you will reduce the 
rates or increase the benefits. That will depend entirely upon what 
the Board recommends to the Congress. 

Mr. Kinpay. The rates that we are proposing in the percentagewise 
table contained in the committee print, in your opinion, are those 
practical and adequate to maintain the fund as a self-sustaining fund 
and reasonably just as between the various groups within the fund? 

Mr. Myers. Yes, sir; that summarizes very briefly and correctly 
what my views are on this system. 

Mr. Kinpay. Are there any further questions with reference to the 
statement of contributions? 

Mr. Buanprorp. Mav I point out one thing, Mr. Chairman: 
This is something that I recommended to the drafting committee 
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the other day because I don’t see any justification for taking a special 
deduction from people who are receiving basic pay plus incentive 
pay, other than as an air crew member or for certain hazardous duty. 
In other words, the way this was worded, apparently, was to take, 
for example, from doctors who were receiving the extra $100 and 
the dentists who were receiving the extra $100—we were charging 
them under the original bill more than the person who is receiving 
merely basic pay. 

Well, it didn’t make sense to me. to charge a doctor more money 
on his extra $100 merely because he was getting an extra $100. There 
was no justification for it. You charged the people who were being 
paid hazardous duty pay an extra sum of money because there are 
more people dving in that group, but there aren’t more doctors or 
dentists dying. 

There are more people dying who are receiving hazardous pay. 
So I suggested to the drafting committee that worked on this all 
day Friday, and I submit it to the subcommittee, that we eliminate 
any additional deductions for people drawing incentive pay because 
there is no justification for it. 

As I say, vou are trying to base this thing on a mortality rate and 
you are just tying it on the number of deaths that will occur. A 
doctor is going to live just as long practicing medicine as a line officer 
is going to live, probably longer. 

Mr. Kinpay. Now, I think we have covered that. We will Lo ahead 
to the next. 

Mr. Bianprorp. Well, is it agreeable to the subcommittee tempo- 
rarily to eliminate that deduction? 

Mr. Kintpay. I think so. 

Mr. BLanpForpb. Because it just made up another chart that was 
unnecessary, in My opinion. 

Now we come to pages 12 and 13, in which we attempted to work 
out a system suggested by Mr. Hardy. We have done it, but I think 
now there are some reservations about it. You will note it says: 

The deductions specified in section 6 will be discontinued in the ease of anv 
member on active duty on the effective date of this act who has no dependent who 
would qualify as a beneficiary under this act, if the member so requests in writing 
to the head of the department or ageney concerned within 120 days after the 
effective date of this act 
and the effective date of the act is spelled out as the first month 
following date in which the act is passed 
or in the case of a person who becomes an active member subsequent to the 
effective date of this act, if he so requests within 120 days after reporting for 
active duty. 

Now, let’s stop right there for a second. 

It is on page 12. 

Mr. Kinpay. Of the committee print. 

Mr. BLanprorp. Now there is the human inertia that Mr. Myers 
was talking about. If you want to get out, you have to so request. 
The deduction is going to be so small in the case of a lot of people, they 
are not going to even bother requesting to get out. 

Now that man is covered as soon as he sets foot into a training camp 
or any place else. From the day he goes in the service he is covered. 
He is covered from the day he starts earning his pay until he makes an 





actual request that he not be covered and they actually stop the 
deduction. 

Mr. Suorr. At the end of his basie—— 

Mr. BLanprorp. Now I would like to have Miss Pepper comment 
on that for just one moment as to when she thinks the man ceases to 
be covered, as of the very moment he ceases to be covered, because 
you are going to have those cases of people who are going to put a 
request that their deduction be discontinued, and there is going to be a 
question as to when that request becomes effective. Now suppose the 
man puts a request in, walks out of the office and drops dead. Is he 
covered or isn’t he covered? 

Mr. Parrerson. He is covered. 

Miss Pepper. You said from the date of his request and if the 
request were dated today, I would say he was not covered as of today. 

Mr. Arenps. That is right. 

Mr. Parrerson. That is a little different, then, than an insurance 
policy. If I go in and buy 

Mr. Suorr. The same with income tax returns. 

Mr. Parrerson. And buy an insurance policy and the agent says 
“All right, you are insured for $1,000 on straight life,’ and you step 
outside and die, my policy is in effect. 

Captain Hoyr. This is just the reverse, isn’t it? Here is a man who 
says he doesn’t want to be covered. 

Mr. Parrerson. Pardon me, Captain. 

Captain Hoyr. I say this is exactly the reverse of that. If the man 
goes into the insurance office and says ‘I don’t want to pay any more 
and I am not going to pay my premium,” then he is out. That is 
what happens to this man. He goes in and makes a request saying he 


doesn’t wish the coverage and as soon as he made that request, he 
is out. 

Mr. Parrerson. Well, he is out. 

Captain Hoyr. Yes. 

Mr. Parrerson. Then the same should apply to the man who goes 


’ 


in and says “I want to be covered as of today.’ 

Commander Martineau. He is automatically taken in, sir. 

Mr. BLanprorp. If he has a dependent. 

Mr. Parrerson. Then what happens if he steps outside of the 
door and dies? 

Mr. BLaAnprorpD. Miss Pepper says that if the man’s date of request 
to get out is September 24 and he drops dead on September 24, that 
he is not covered because it is effective from the date of the request. 

Mr. Parrerson. Yes. 

Miss Pepper. You see, you have to have some date to start off. 
The logical date is the day his request is actually written and signed 
by hum. 

Mr. BLaNnpForp. I just wanted to suggest that for the record, so it 
will be clear. 

Mr. Parrerson. I misunderstood. 

Mr. BLanprorp. Now go on to line 19. This is Mr. Hardy’s sug- 
gestion. Now 
Should an active member— 
now, notice the words ‘‘active member” there without a contributing 
active member 
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who has made such a request thereafter acquire,-within two years of the date of 
his request, a dependent who would qualify as a beneficiary under this act, the 
active member shall be deemed to be a contributing active member— 

that is the payoff, the contributing active member— 

from the first day of the month in which the second anniversary of the date of 
his request occurs. 

Now that means that it would be possible to be covered within 1 
vear and 11 months because if the man takes it out any time during 
the month, it will be effective from the 1st day of the month in which 
that second anniversary occurs: 
and the deductions specified in section 6 shall be made accordingly. 


In other words, the deduction shall be made for that full month. 

Let’s take the man who marries on the 29th of September and 
properly notified that he has a dependent. Now, there may be 
checkage involved there. But on the 30th of September they will 
deduct from his pay the full amount for the month of September, 
and he will be covered from the first day of the month. 

Is that correct, Miss Pepper? 

Miss Pepper. Yes. 

Mr. BuanpForp. If the man marries op the 2d of September, the 
deduction will be made in the next pay day for the full month of 
September, and he is covered from the Ist of September on. Of 
course he wouldn’t have a dependent until he marries—but he has to 
pay for that full month. We have to put it on some kind of a system. 

Now 


should an active member at any time after the second anniversary of the date of 
such request acquire a dependent who would qualify as a beneficiary under this 
act, the active member shall be deemed to be a contributing active member from 
the Ist day of the month during which he acquired the dependent and the deduec- 
tions specified in section 6 shall be made accordingly. 

Now I think there is some question in the minds of the actuaries 
and, perhaps, the Department, as to the soundness of that latter 
provision on the theory that vou are taking away from this whole 
program the greatest selling point of them all, and that is ‘You 
better get in, boys, because if you acquire a dependent from here on 
out, you won’t be covered.’”” What you say to the lad coming in 
at 17 or 18, is, ““Now the only penalty’’, if there is such a thing as a 
penalty involved here, ‘is that you won’t be covered for 2 years, 
but if you acquire a dependent at any time after the second anni- 
versary, you are going to be automatically covered anyway’’. Well, 
maybe the tendency for that man would be to say, ‘‘l am not plan- 
ning to be married and my mother and father are healthy, I don’t 
want in, and if I get married any time after 2 vears from now, | will 
be covered automatically anyway.”’ 

Mr. Harpy. You run into a question there as to whether your 
selling point is more important or your protection of the dependent 
is more important. In my book the protection of the dependent is 
the more important. 

Mr. Myrrs. Mr. Chairman, if I might interpose there. I think 
the one difficulty with it this way is that it is unfair to the enlisted 
men and overly liberal to the officers, the way it is written. 

As I interpret it, for an enlisted man who, say, serves successive 
4-year hitches, for the first 2 years of his first hitch he is not covered 
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if he gets a dependent. The last 2 vears of the first hitch he is. 
Then he comes in on a second hitch. For that first 2 vears he is not 
covered and the next 2 years he is, and so forth. So he will just be 
covered half the time. 

On the other hand, an officer comes in for what you might say a 
perpetual appointment. So the officer is not covered for the first 2 
vears, but all the rest of the period thereafter he is covered if he 
acquires a dependent. So this gives a very great advantage to the 
officers as against the enlisted man. 

Mr. Harpy. I don’t know that I follow that point. 

Mr. Parrerson. I don’t follow it either. 

Mr. Harpy. If an enlisted man comes in and he elects not to be 
covered for the first 2 years, he is not covered for the first 2 years, 
and neither is he covered for the next 2 vears of his enlistment, unless 
he acquires a dependent? 

Mr. Mymrs. Yes, sir. That is what I mean, Mr. Hardy. Then 
in that second 2 vears, if he acquires a dependent, he is covered, 
that is nght. 

Mr. Harpy. All night. 

Mr. Myrrs. Now that covers his first enlistment. 

Mr. Harpy. Suppose he reenlists. He already has a dependency. 

Mr. Myers. No; let’s take the case where he has no dependent 
at the end of 4 vears. 

Mr. Harpy. All right 

Mr. Myers. For the next 2 vears if he acquires a dependent, he 
is not covered. 

Mr. Parrerson. Why? 

Mr. Harpy. If he elects again within the 120 days. 

Mr. Myers. Yes, sir; if he elects on his second reenlistment not to 
be covered 

Mr. Harpy. All right, let’s sav he makes that election? 

Mr. Myers. Yes, sir. Now, consider the case of an officer. The 
officer does not elect to come in. For his first 2 years he is not covered, 
Thereafter, every year thereafter he is covered. 

Mr. Buanprorp. As soon as he acquires a dependent 

Mr. Myers. As soon as he acquires a dependent. So he doesn’t 
have this alternating series of coverage and noncoverage as does the 
enlisted man. 

Mr. Harpy. The enlisted man doesn’t have an alternating coverage 
and noncoverage, either, because unless he acquires a dependent in 
any one of those 2-year periods, he is not covered all the way along. 

Commander Martineau. I think what Mr. Myers means, sir, is 
that the officer is only subjected to the penalty once, whereas the en- 
listed man can be subjected to the penalty several times. 

Mr. Harpy. But the enlisted man is not subjected to the penalty 
because if he once acquires a dependent, then he is not eligible to elect 
to get out. 

Mr. Myers. Not during the first 2 vears of any enlistment in which 
he has requested out. 

Mr. Harpy. Yes; but if he acquires a dependent during the second 
2 years or during the first 2 years of his first enlistment, then he is in 
from there on. 

Mr. Myrrs. Perhaps I could give an example that would make 
clear what I am trying to get at. Take both an officer and enlisted 





man. They go into the service the same day. Neither of them have 
dependents. At the end of 5 vears they both get married. The en- 
listed man, when he reenlisted, elected to stay out. The officer 
elected to stay out when he first went in. Both of them elected to 
stay out as much as they could. 

On marriage at the end of 5 vears, the officer is covered immediately. 
The enlisted man can’t be covered immediately because he is in the 
first 2 vears of a reenlistment. 

Mr. Harpy. That is night. 

Mr. Myers. Under which he has elected out. 

Mr. Harpy. If he elected a second time to stay out. But if he has 
already been in for one 4-vear hitch, he has a better notion as to when 
he is hkely to acquire a wife than he had the first time he enlisted. 

Mr. Myers. Yes; but the officer has that taken care of for him 
automatically. The officer doesn’t have to worry about it. He just 
elects out for the first 2 vears and from then on, as soon as he acquires 
a dependent, he is in. 

Mr. Harpy. Well, I can see some point in your argument, but I] 
don’t think it is too significant. If he wants to get around to it, vou 
could provide in there that reinlistment would constitute continuous 
service and vou wouldn’t require him to go through that second 2-year 
waiting period. 

Mr. Myers. Yes; that would get around that difference in treat- 
ment between officers and enlisted men, but it would still leave another 
major problem that I was getting to and that is the question of death- 
bed marriages which is a problem that has plagued military pension 
programs for many years. Under this provision now being discussed 
the man without dependents could elect out and after the expiration 
of the 2-vear period, immediately on the date of marriage his wife 
would get survivor protection. This could, of course, induce many 
deathbed marriages after this first 2 vears. I don’t know how you 
can get around that 

Mr. Harpy. You have a good point on that one. 

Mr. Myers. Without cutting off some people who fairly and 
squarely did happen to die after a short period of marriage. If you 
put in some limitation that the marriage had to last 1 vear or 2 vears 
or that there had to be a child born to the marriage, that solves your 
deathbed marriage problem, but at the same time would penalize a 
few cases that were, what vou might say, perfectly legitimate. 

Mr. Havenner. In the whole field of insurance law, is there any 
bar against deathbed marriages? 

Mr. Myers. Well, in private life insurance, of course, the face 
amount of the policy is paid whether there is a wife or not, but when 
vou come to other pension plans or social security, there is usually a 
provision that requires that a marriage must have lasted for a certain 
length of time before it is recognized for widow’s benefits. 

Mr. BLanprorp. I think the War of 1812 pensions stopped about 
3 vears ago. The last pension was paid then. I am sure some of 
those, if they weren’t deathbed marriages, they were certainly the 
next dav from it. 

Captain Hoyr. The Civil Service and the Foreign Service retire- 
ment pension systems both require that the marriage be 3 vears or 
that there be issue before the widow is eligible to any pension from 
them. 
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Mr. BLianpFrorp. Of course, that is a rough deal for the justifiable 
case, as one of the members said, for the man who marries and his 
wife is in an automobile accident the next day—I mean he is in an 
automobile accident the next day. 

Mr. Parrerson. How about the aviator that takes off the next 
morning and doesn’t come back? 

Captain Hoyt. That limitation would not do for the military 
because our people get killed in their first 2 years of service mostly. 

Mr. Myrrs. One solution that occurred to me on this is that th 
officers who presumably are picked for their education, experience, 
and intelligence, should be given the opportunity of having, say, 
only two strikes. In other words, if at the beginning they can elect 
out, then at the end of 2 years they get one more chance. By that 
time after an officer has been in service 2 years, he ought to have some 
idea of what his dependency is going to be and whether this is a good 
plan for him for the present or future. So if he elects out in the 
beginning and at the end of 2 years he has no dependents and is still 
out, he gets one more chance of election. If at the end of 2 years he 
elects out, then he is out for good. 

Mr. BLanprorp. There might be one possible way of solving one 
of the things that you brought up, Mr. Myers, and that is to say to 
not impose this 2-year waiting period upon the man who reenlists. 
That would eliminate one of your arguments. 

Mr. Myers. Yes. 

Mr. BuanpFrorp. That the officer covered and doesn’t have to go 
through that period. 

Mr. Myers. Yes; that is very true. 

Mr. Harpy. You could take care of the other one, if you thought 
it well to do it, couldn’t you, through requiring that any dependents 
acquired while a member was on the disability retirement list must 
have been acquired at least for some period of time before his death? 

Mr. Myers. This plan that we are discussing now is just for the 
active members. 

Mr. BLanprorp. No, no. 

Mr. Hardy is right. He is thinking of the man who is placed on 
the temporary disability retired list who has a progressive disease 
and they haven’t completed their diagnosis and are keeping him on 
the temporary disability retired list. ‘The man goes on the temporary 
disability list for tuberculosis, we will say. 

Captain Hoyt. From the financial standpoint, it won’t affect 
your enlisted men anyway because the rates that are charged the 
enlisted people buy a reasonable amount of insurance. But you take 
a flying second lieutenant. You are going to give him $720 in a 
lump sum for which he is going to be paying around $8 a month. 
Now that is not a very good buy for him. It is a good buy for the 
first-class seaman who is paying a dollar a month. It is an excellent 
buy, but for your officers, the tendency would be to keep them out 
until they acquired dependents. So you would not get this favorable 
balance that Mr. Myers spoke of from your officers. I think you 
would get it from the enlisted people because financially it is a good 
thing for them regardless of whether they acquire a dependent or 
not. It isnot the best bargain in the world, but it is a good one. 

But for your officers the rates for the lump-sum benefit would be 
pretty high, until they acquired a dependent. So I think they would 
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be inclined to stay out. We want to get them in, than for no other 
reason it would show a good example to their men. 

Mr. Kiupay. I don’t know what we ought to do about it. 

Mr. Parrerson. I don’t, either. 

Captain Hoyt. To get along with it—we could stand this. 

Mr. BLanpForp. I was going to suggest, Mr. Chairman, and again 
this is a new venture for the armed services, you say, | think if we are 
roing to do it—we can always change the law in that respect, but to 
start off with, I think there has to be some type of voluntary feature 
of this bill for the man who doesn’t have dependents. Now, you can 
sell, 1 am sure, the theory of covering a man with dependents to the 
Congress without any trouble, because that is where your cases arise. 

But if the man who has no dependents is out for 2 years after making 
the election and therefore is not covered until he acquires a dependent, 
perhaps the fund will be hurt to some extent, but if it is not a good 
investment for that man, why force him to take it? 

Captain Hoyt. I don’t think you want to force him to take it, 
but I think you want to, let’s say, encourage him to take it. 

Captain Wess. I am Captain Webb, legislative counsel of the 
Coast Guard. Mr. Myers points out there is an advantage here to 
the enlisted persons. I would like to point out that tlfere is a very 
definite counterpart or disadvantage to the officers in that they are 
paying a percentage rate on the average of about twice as much as the 
enlisted person. Why shouldn’t the officers have a certain advantage 
for that additional percentage that they are paying into this fund? 
[ don’t think the advantage to the officer is a very great one. I think 
they would be fully justified in the extra amount of pay that they are 
paying into the fund. 

Mr. Buanprorp. I don’t think there is anything wrong with this 
provision, Mr. Chairman. I think we can accept it. At least there 
is something—unless there is some glaring mistake. 

Mr. Kitpay. We won’t close it. We will hold it open for further 
consideration. Go on to the next one. We will have to adjourn in a 
very short time. 

Mr. BLanprorp. Section 8 is a very long section. We deal now 
with the retired member. This is a new section entirely. 

Mr. Kitpay. Well, we better quit here. , We want to get this table 
that Mr. Myers furnished in the record. 

Mr. BLANpForp. I will put that in the earlier record, Mr. Chairman, 
because you requested the information at that time. 

Mr. Kiupay. I see. 

Mr. Buanprorp. We can insert it there, can’t we? 

Mr. Myers. Yes. That could be inserted along with the short 
memorandum describing the table and what it proves? 

Mr. Kinpay. Yes. Inasmuch as we have come to this important, 
rather involved provision, I think we better adjourn until Wednesday. 
There is a full committee meeting tomorrow? 

Mr. BLANDFoRD. Yes, sir. 

Mr. Kitpay. We will stand adjourned. 

(Whereupon at 11:40 a. m., the subcommittee was adjourned.) 











SURVIVORS BENEFITS LEGISLATION 


WEDNESDAY, SEPTEMBER 26, 1951 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Survivors BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Wash ington, Ee Os 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday, chairman 
of the special subcommittee, presiding. 

Mr. Kinpay. The subcommittee will be in order. We will go ahead 
now with the committee print. Where were we in the bill? 

Mr. BLanprorp. We were to start section 8, Mr. Chairman. 

Mr. Kintpay. That is right. 

Mr. Buanprorp. Section 8 has been completely rewritten as you 
can see from the committee print on page 14. It has been written 
with a view in mind that we should enlarge the choice or options 
for retired personnel, bearing in mind, however, that each option 
that you grant will be at the expense of the man who is retired. 
Therefore, we can be as liberal with these options as we want to, 
because it is not going to come out of the hide of the fund in general 
but it is going to come out of the individual since it will be based 
upon an actuarial equivalent. 

We say in section 8 that 
In order to provide for an annuity payable after his death in such amount as he 
may specify in multiples of 10 percent but not in excess of 50 percent 
I will start there. That was Mr. Myers’ suggestion, if vou will 
recall, to prevent the eccentric man who might say ‘Il want to leave 
49 percent to my widow or 47 percent.’” So we put in the 10 percent 
of his retired, retirement, or retainer pay, a retired member of the uniformed 
services granted or entitled to such pay either prior or subsequent to the effective 
date of this act, may elect 

(A) to receive, during the remainder of his life, a reduced amount of such 
pay to provide an annuity for his surviving widow designated by him at the 
_ time of his election, the annuity to terminate upon her death or remarriage; 
of 
and that is the first one. That is a final election. I am not sure 
but what we might have to add language to that to indicate that 
that is a final election. 

Miss Pepper, how about that? We cover it later on, but it is final 
unless otherwise specified? 

Miss Perper. Yes, sir. 

Mr. BLanprorp. That is the man who makes an election to provide 
for annuity for his surviving widow and if his surviving widow should 
predecease him, as it is in civil service, he cannot go back and take 
the full amount of his retired pay. But of course the amount that 
will be taken from his retired pay will be less because of that risk that 
he is taking. It is the same as was in the original bill. 
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Now: 

(B) to receive a reduced amount of such pay to provide an annuity und 
the same terms and conditions as specified in option (A) of this subsectio 
except that if the wife shall predecease the retired member or if they ar 
divorced, then, commencing on the first day of the month following | 
wife’s death or on the first day of the month following such divorce, the fi 
amount of the retired member’s retired, retirement, or retainer pay sha 
accrue and thereafter be paid to the retired member as though he had n 
elected to receive a reduced amount of his retired, retirement, or retainer pa 

Now that is a little more expensive, but that will permit him to go 
back to take his full retired pay. 

Mr. Kinpay. How much more expensive? 

Mr. Buanprorp. Mr. Kroll, do you know what the actuaria 
equivalent would be on that? Let’s use, for example, the colone|, 
whose wife is 45 years of age, who is entitled to $6,000 a year and 
wants to provide $3,000 for his widow. 

Mr. Krouu. In the Foreign Service, the additional reduction is 
I think, 5 percent of his annuity. What was the annuity here? 

Mr. Buanprorp. The annuity would be $3,000 a year and he had 
to pay $1,120 out of his $6,000 to provide that $3,000 annuity. 

Mr. Krouy. I am not sure whether it is 5 percent of the widow's 
annuity or the husband’s annuity, but it is 5 percent. I think it is of 
the widow’s annuity. 

Captain Hoyr. No, it is of the member’s annuity. But the 
percent in the Foreign Service is considerably greater than the norma! 
actuarial equivalent. The actuarial equivalent will run in that case 
between 1 and 3! percent, except in very extreme cases. 

Mr. Kitpay. Well, who is going to determine what it should be? 

Captain Hoyt. Well, the man’s age and his wife’s age and thx 
chances of remarriage and all. The same formula would be used, but 
you have the payment figured on the fewer years, you see, because o! 
the 

Mr. Harpy. I think the question, Mr. Chairman, raised her 
revolves around the question as to who ts going to set up these actuaria! 
equivalents and what is going to be the basis for those actuaria 
equivalents they will use. 

Captain Hoyr. Over on page 17, the new language in section § 
commencing on line 2, will answer that question, I believe. 

The reduction to be made in the retired, retirement, or retainer pay of the memlh: 
making an election under this section shall be computed by the service concern 
in each individual case, as of the date the election is made, by an actuarial equi) 


alent method determined by the Board, using as a basis remarriage rates of t] 


American Remarriage Table, mortality rates of the 1937 Standard Annuity Tab 
except that mortality of children under 18 shall be disregarded), and an interes 
rate not in excess of 3% per centum per annum or less than 244 per centum pi 
annum, as the Board may determine. 

Mr. Harpy. Well, even that, though, provides some discretion fo 
adjustment on the part of the Board, doesn’t it? 

Captain Hoyt. Yes, sir. 

Mr. Harpy. The Board will fix vour actuarial tables with thes 
criteria, is that right? 

Captain Hoyt. That is correct. 

Mr. Harpy. We won’t run into the same kind of a problem, wi 
we, that NSLI ran into using the American Experience Table wher 
the act spelled it out? 





Captain Hoyr. No, sir; there is this safeguard. If you use a table 
oh a joint annuity, a joint and survivor annuity, it is the relative 
life of the male and the female that governs, you see. If you are having 
a single settlement, as on NSLI, an obsolete table will raise the 
dickens with you. 

Mr. Harpy. Well, an obsolete table did raise the dickens there. 
But I think the thing that is bothering me a little is the question 
Mr. Kilday raised. You mentioned two rates. One is the 5-percent 
rate used in the Foreign Service and then you mentioned another 
one, from 1% to 2% percent, I believe. 

Captain Hoyr. The 5 percent is an arbitrary figure which they take 
which greatly exceeds the actuarial equivalent. 

Mr. Harpy. That is the question that is involved here. How do 
we know you won’t run up into an arbitrary figure by the Board? 

Mr. Krott. I would like to continue with my remarks on this 5 
percent. 

Mr. Kitpay. Go ahead, Mr. Kroll. 

Mr. Krouu. I was giving that as an example. Five percent of 
$3,000 is $150. 

Mr. BLANpForRD. Or is it 5 percent of $6,000? 

Mr. Krouu. No, it is 5 percent of $3,000. I just looked it up in the 
act. That only gives an idea of about what the officer would have to 
pay to have his annuity restored. Captain Hoyt has explained that 
these things will be figured out on an actuarial equivalent basis, so 
the value of all benefits will be the same no matter what option is 
elected. The money will be sufficient to provide those beneiits. In 
other words, the reduction in the member’s annuity prior to the time 
that his wife dies and he has his annuity restored would be sufficient 
to take care of his widow’s benefits. And as Captain Hoyt was 
explaining, when you use an actuarial table to compute actuarial 
equivalents in the case of these options, it doesn’t matter very much 
what table you use. You get the same answer because it depeads 
only on the relative mortality of the man and wife. And you get 
approximately the same answers whether you use the American Experi- 
ence Table, the 1937 Standard Annuity Table, or use different rates 
of interest. It will come out approximately the same. There is really 
nothing to worry about there, I believe, Mr. Hardy. 

Mr. Kinpay. My question was for the purpose of determining that 
there is a formula provided. 

Mr. Krouu. Yes, sir. 

Mr. Kiupay. By the bill. 

Mr. Kroui. A very definite one. 

Mr. Kinpay. Which I see there is. Now is that actuarially sound? 

Mr. Krouu. Actuarially as sound as anything could be. 

Mr. Kinpay. That is, the reinstatement right could be purchased 
at a relatively small amount? 

Mr. Krouu. Very definitely. 

Mr. Kinpay. But that does not exist in civil service retirement. 
His election is irrevocable? 

Mr. Krouu. That is correct. Of course, the election is irrevocable 
here. 

Mr. Kitpay. [ understand. 

Mr. Krouu. He elects 
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Mr. Kitpay. But in civil service, even the contingency of death or 
divorce would not reinstate the full annuity? 

Mr. Krouu. That is correct. 

Mr. Buanprorpb. There ts no option (B) for instance, in the civil 
service retirement laws? 

Mr. Krouu. That is correct. But the officer here would be paying 
for it and the amount that he would be paying for it would be in the 
form of a reduction sufficient to take care of it. 

Mr. Kitpay. That is the point. You say he is paying for it. 
That provision would be sufficient for him to pay for it actuarially? 

Mr. Krouu. Yes, sir; very definitely. 

Mr. Harpy. Now there is just one question that still bothers me a 
little about this general discussion that we are having. Are there 
criteria or limitations provided in here, in this bill, which would assure 
equity as between the different classes of people who are going to be 
protected under the fund? Now the thing I am thinking about is 
this: You have spelled out on page 17 some of the criteria that will 
be used by the Board in fixing these actuarial rates applicable to this 
section. Now, is there assurance provided in the bill that the Board 
must promote equity as between the groups? For instance, the rates 
determined under this might be a little high as compared to some of 
the other rates under the fund. Would they automatically adjust 
themselves? 

Mr. Buanprorp. Oh, I see. I understand what Mr. Hardy means. 

Mr. Krouu. I don’t understand. 

Mr. Buanprorp. I think I understand fully what vou mean, Mr. 
Hardy. What you are saying is: Would it be possible for the board 
to set up one equivalent method for the retired people? 

Mr. Harpy. That is right. 


Mr. BLanprorp. And then set up another equivalent method for 
another group of people? 

Mr. Harpy. That is the point. 

Mr. BLanprorp. No. Of course that is not the intention. 

Mr. Harpy. I understand that. 

Mr. Buanprorp. Whether there is anything in this bill that 
prevents it—I can only turn to this language on page 17 which says 


by an actuarial equivalent method determined by the Board, using as a basis 
remarriage rates of the American Remarriage Table. 

Now that seems to me to confine them pretty much to one table. 
Then you use the mortality rates of the 1937 Standard Annuity 
Table. Now, if they are confined to that, plus confined on the 
interest rate, I don’t believe it would be possible for them to com: 
up with any other actuarial equivalent for any particular group. 
In other words, they are bound to apply the same mortality tables in 
each case. 

Mr. Harpy. Well, that is the only thing I was concerned about. 

Mr. BLanprorp. Is that correct, Captain Hoyt? 

Captain Horr. I would say the only place where they have an) 
discretion is in figuring the interest rate. I think that the reason th: 
interest rate in there is flexible is because it is perfectly possible over 
a period of 100 vears that the fund would be able to invest its mone) 
to better advantage than at two and a half percent even in Govern- 
ment bonds. 
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I mean today, for instance, Government bonds are selling about 
on a 2.9 basis. 

Mr. Buianprorp. Captain Hoyt, what Mr. Hardy is concerned 
with is this: You might take that interest rate and you might have 
a board made up of several generals and admirals about to retire 
who might say, “‘We are going to apply a 3 percent interest rate to 
the retirement fund for those who take this option, but we are only 
going to apply a 2 percent interest rate for those who take the other 
option.” 

Mr. Harpy. That is just the point. The board has to reexamine 
the rates charged under the other sections of this bill. 

Captain Hoyr. That is right. 

Mr. Harpy. And they are set up on a percentage basis and they are 
supposed to be determined on an actuarial basis also. 

Captain Hoyr. That is right. 

Mr. Harpy. Now if they are determined using one interest rate 
and these are determined using another interest rate, you will have 
inequities as between the two different groups. 

Mr. BLanprorp. You would. But it is obviously not the intent. 
I don’t think the section would permit it. 

Captain Hoyr. I think any board that did that would be certainly 
open to considerable criticism, if not action. 

Mr. Harpy. Well, the point that I was just trying to establish was 
whether 

Captain Hoyt. That would be pretty close to fraud, I mean. 

Mr. Harpy. The bill does contain a reasonable assurance of equity 
as between the different groups who have their rates determined by 
the Board, but under a different system of computation. 

Mr. BLanprorp. I| think the system of computation under this bill 
at least—I will make this categorical statement for the record, that 
the system of computation under this bill envisions an identical system 
being used for all groups based upon an actuarial equivalent. 

Mr. Kinpay. Isn’t this correct now? In the first place, under the 
rules of statutory construction, the detail of those things to be cén- 
sidered would exclude any other consideration? 

Mr. BLaNpForD. Yes, sir. 

Mr. Kitpay. Now the only thing then left open is the discretion 
eiven as to the interest rate? 

Mr. Harpy. That is right. 

Mr. Kinpay. Now couldn’t it be made perfectly clear that that is 
to be uniform by inserting at the proper place a uniform method? 

Mr. BLanprorp. I think if vou added the word ‘uniform’ before 
“interest”? and just say ‘‘a uniform interest rate not in excess of 31 
percent or less than 2% percent.” I think you would accomplish 
it. That is what vou have in mind? 

How would that be, Mr. Hardy? 

Mr. Harpy. I don’t know whether that would do it or not, but I 
think you know what I am talking about. 

Mr. Kitpay. I think there is a question. Rather than suing just 
the word “uniform,” vou could say ‘‘uniform as to groups.” 

Mr. Harpy. Yes; that would probably do it. 

Mr. Durnam. You don’t want to tie your uniform interest 
down to a fixed amount. 
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Mr. Kitpay. No. That is why we are giving them discretion, so 
they will not be tied to it. But to make it clear that they are going 
to set up one table, they take these factors into consideration for al! 
groups. 

Captain Hoyt. On line 5—it ison line 6. “By actuarial equivalent 
method determined by the Board which shall be uniform in all groups,”’ 
and then going on. 

Mr. Kitpay. Uniform as to all groups. 

Mr. BLANpForpb. Let me see if I am clear myself on this one point. 

Captain Hoyr. Yes. 

Mr. Bianprorp. Is it correct that the interest rate on the entire 
fund 

Captain Hoyr. That is right. 

Mr. Bianprorp. Shall be computed the same for everybody? 

Captain Hoyt. Well, the interest rate for income has got to be the 
interest rate that you could elect. 

Mr. Duruam. Then wouldn’t you have to change the language 
on line 4, because there you have the language “shall be computed by 
the service concerned on each individual case’’? 

Mr. Kintpay. You see, it goes on— 

Mr. Harpy. That is after they have the table. 

Mr. Kiupay. They have the table, you see, by an actuarial equiva- 
lent determined by the Board. It is the Board’s action that this 
relates to. 

Mr. Buanprorp. Actually, you are only worrying here with the— 
you have a set amount of money to be paid to the active-duty member, 
so you are not worrying about the active-duty member. The interest 
rate to the active-duty member isn’t going to amount to anything 
because the widow is going to get 25 percent of the basic pay whether 
you draw any interest on this money or not. The children are going 
to get $360 apiece up to a maximum of $900, regardless of whether the 
fund is solvent or what happens to it. 

Mr. Harpy. But it makes a difference in the rate of deduction from 
your active-duty members. 

Mr. Buanprorp. No, sir. 

Captain Hoyr. Yes; it would. 

Mr. BLanprorp. Because the rates are going to be standard. 

Mr. Harpy. It is bound to make a difference because those things 
have to be adjusted every so often. 

Mr. Buanprorp. At a later date; ves. 

Mr. Harpy. That is what I am talking about. 

Mr. Buanprorp. The only time you will have any possibility of 
chicanery, in my opinion, is in computing these options for retired 
personnel, and I think you have a very good point. I think it would 
be perfectly possible 

Mr. Harpy. You have it possible in computing the retirement for 
these different groups of retired personnel and you also have it 
you would have an inequity, for instance, if the Board determined 
rates for active-duty personnel figuring that on a basis of 2% percent 
and then came around and figure the retirement, the rates for retired 
members on 3\ percent. 

Mr. BuaNpForp. Except you can’t do that with a single fund 
theory. 

Mr. Harpy. Well, if you can’t do it, that is what I want to find out. 
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Mr. BLaNnpForp. Under the old bill, H. R. 8035, Eighty-first 
Congress, you could have because there were two funds. Your point 
would have been well taken, that it would have been possible there 
with two funds to attribute a different interest rate to the two dif- 
ferent funds. Here with the single fund, it seems to me there is no 
question about it, that you have to apply the interest rate to every- 
thing that is in the fund. 

Mr. Harpy. If that is a factor, why, that is all we need. 

Mr. Kinpay. Of course, all legislation must depend upon proper 
and honest administration of the legislation. All we can do is to spell 
out as nearly as we can the guideposts that are to control in the ad- 
ministration. That is present in all legislation. Of course, I agree 
that many times we write something that we think provides one thing 
and we find through construction and regulations that someone has 
written out of it just about everything we put in it. 

But our problem now is whether it would be necessary to use some 
language which will require that this be a uniform rate. 

Mr. Kroui. Mr. Kilday. 

Mr. Kinpay. Yes, sir. 

Mr. Krouu. I wonder if it would be possible to word this so that the 
interest rate used in making these computations—and I think this is 
the very thing that Mr. Hardy is driving at—should be the same as the 
interest that is being earned by the fund. 

In other words, if the fund is earning 2!4 percent, everything should 
be computed at 214 percent. That would insure that the earnings of 
the fund with regard to the actives would be the same as the intere&t 
rate that is producing the earnings. 

Mr. Harpy. That is what it should be if you could make a flat 
determination. But you can’t always do that. 

Mr. Krouu. Well, it would be possible to look retroactively at each 
vear and see what had been earned by the fund, say, the past year, 
and use that interest rate in computing all options during the following 
year, and chaage that rate every vear. 

Mr. Harpy. If your rates are changed every year, you would get a 
reasonably accurate reflection of your actual interest earnings. 

Mr. Kitpay. Of course, that would be efficient and honest ad- 
ministration of the fund. But I doubt if it would be wise legislative 
policy to tie it down. 

Mr. Harpy. I don’t think you should. 

Mr. Kitpay. To what it is earning because you can’t foresee what 
the situation may be in the money market. 

Mr. BLanprorp. Not only that, Mr. Chairman, but you have a 
variation in the amount that will be payable to these people. You 
might next year, for example, if you figured at 2%, and your money 
was earning 2% percent, you might have to go back and recompute the 
actuarial equivalent and say “You have to contribute 75 cents more 
per month.” 

Mr. Kitpay. You can’t tie it down that tight. 

Mr. BLANpForD. I think the record will make clear the intent of the 
subcommittee. 

Mr. Harpy. As far as I am concerned, that is the only thing that is 
necessary. 

Mr. Kintpay. Let’s go back to where we were. We were at option C, 
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Mr. BLanprorp. Before we get to option C, Mr. Chairman, I would 
like to make one change which has been suggested after reading this 
over to prevent any possible construction that the man who takes 
option B whose wife does die would be entitled to his retired pay retro- 
actively. By striking out on line 6 through 10, after the word 
“divorced,” all of that language in the next five lines and starting with 
the word ‘“‘divorced,” add the following, on line 6: 
following such divorce, deductions shall cease to be made from the retired, retire- 
ment or retainer pay of the retired member and his retired, retirement, or retainer 
pay shall thereafter be paid to him as though he had not made the election to 
receive a reduced amount of such pay 

Now that removes any possible construction 

Mr. Kitpay. How does the language that you have read? 

Mr. BLanprorp (reading): 
shall thereafter be paid to him as though he had not made the election to receive 
a reduced amount of such pay. 

Mr. Kinpay. You don’t have 

Mr. Buianprorp. ‘Thereafter,’ I think, removes any question 
about it. 

Mr. Kitpay. I know what you want to do, but I am just wondering 
whether that language does it. 

Mr. BLanprorp. You see the words “shall accrue” 

Mr. Kitpay. You want the same provision that we always put in 
on new pay schedules, about retroactive payments 

Mr. BLANDFoRD. Yes. 

Mr. Kinpay. We have always used the other language. 

Mr. BLhanprorp. Well, we can improve on it and say “shall not be 
retroactive.” 

Mr. Kinpay. We all agree that is what we want to do. We will 
prepare the language to suit that. He doesn’t go back and pick up 
what was deducted during the time she had protection. 

Mr. Bhanprorp. He is not going to have much chance of getting it, 
but he might possibly claim it because of the words ‘‘shall accrue.”’ 

Miss Pepper. Mr. Blandford, I think there would be an assurance 
of what that language you proposed means because over on 16, page 16, 
line 14, or 13, it says: 

uance of the reductions in a retired member’s pay under options 
s subsection, there shall be no reimbursement to the retired member 


sin pav made prior to such discontinuance 


But in order 

Mr. BLANDFoRD. We are just playing safe. 

Miss Peprer. It would be perfectly clear that we were carrying 
out the intent. 

Mr. BLANDFoRD (reading 
(C) To receive, during the remainder of his life, a reduced amount of such pay 
to provide an annuity for his surviving widow, child, or children 
which is one of the complaints of the Retired Officers Association and 
the Fleet Reserve Association, that thatgwas not in the original bill— 


lesignated b 1 at the time of his election, the annuity to terminate (i) upon 


ae 
his widow’s death or remarriage, or (il) n a date stipulated by the member 
his election which date shall not be later than the Ist day of the 


the member’s voungest child living at the time of his election 


age of 18 vears, whichever is later 
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That simply means that he can provide, by taking a reduced amount, 
a continuing annuity for his wife and children and that shall terminate 
upon his widow’s remarriage, and he can also provide—well, that 
portion will terminate upon his widow’s remarriage, or he can base 
the whole annuity payable to the widow upon a certain date, but 
that date may not be less 

Mr. Kiupay. Not later. 

Mr. Bianprorp. Not later than the date when the youngest child 
would have attained. That means if he selects the youngest child 
and the youngest child should die, as I understand the section, that 
that time will still run as though that child were alive. 

Let’s say you have a child, one who is 15, one who is 12, and a 
child who is 10. You make your election so the annuity shall termi- 
nate when the child who is 10 attains the age of 18, that is when the 
child who is 12 will be 20, and the child who is 18 will be 23. 

Mr. Kintpay. You are paying on the basis of each child? 

Mr. Buanprorp. Not on the basis of each child. You are paying 
it for the length of time it takes for the youngest child to attain the 
age of 18. Now, having made that election, if that youugest child 
should die, the time will still run as though—in other words, he would 
still have to pay out that money for the length of time it would take 
for that child to have attained the age of 18, had the child lived. 

Mr. Kriipay. Suppose he has one child, what does the child draw? 

Mr. BLanprorpb. Well, it is a question—I can’t tell you how much 
the child will draw. 

Captain Hoyr. It will draw whatever percentage of annuity that 
he elected to take for it. 

Mr. Kiupay. I understand. 

Mr. Buanprorp. The reduction will be made accordingly. 

Mr. Kitpay. The point I am getting at is: The three children 
would draw more than one child? 

Captain Horr. Not necessarily, sir. 

Mr. BLANDFoRD. No; what he is doing, he is making a contract, 
Mr. Chairman, on this basis: “Il want $3,000 to be divided, to go to 
my widow. I want her to be guaranteed $1,500 for the remainder of 
her life and I want her to get another $1,500 to make a total of $3,000 
until Suzie, who is 10 years old now attains the age of 18. I also have 
two other children who are older than Suzie.”’ 

Now, Suzie is 10. So you have to compute this on the basis of a 
contribution to the fund for a total period of 8 years for the additional 
$1,500 that is going to be-given to the widow to bring up the children. 
So her combined income will be $3,000 in the event of his death the 
next day, until the youngest child, who is now 10, attains the age of 18. 

After the youngest child attains the age of 18, the $1,500 that was 
provided to the widow for bringing up the family will terminate and 
the widow will only get $1,500. Now that is a straight contract that 
he makes. And they figure it out on the basis of life expectancy, of 
what the deduction will be. 

Mr. Kitpay. Would it be possible for him with one child to continue 
the annuity of that child beyond 18? 

Captain Hoyr. No. 

Mr. BLanprorp. Not the way this is written. 
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Mr. Kiipay. Well, would this constitute. carrying the olde 
children 

Mr. BLANpForp. Yes. 

Mr. Kiupay. Eighteen? 

Mr. BLANpDForRD. Yes; it would. 

Mr. Kitpay. Whereas, with one child it could not be carrie 
beyond 18, is that right? 

Mr. Buianprorp. Well, it would. But I think—now, that is 
question that I don’t think is covered here. 

Mr. Kitpay. Wouldn’t the proper thing be that the portion allotted 
on the basis of more than one child terminate as each child entered th 
18 class? Would it result in his decedent receiving more mone 
because it was more than one child? 

Captain Hoyr. He would have to pay for it, Mr. Kilday, on the 
youngest child. The deduction would be made on that 8-vear period 
In other words, he himself will be buying that thing. That is th 
reason that if the youngest child should die, he still has to make the 
deduction, continue the deduction until the child’s eighteenth birth 
day. 

Mr. Kiipay. Let’s take it the other way. Suppose the widow 
would die? 

Captain Hoyt. Well, the children’s portion would go on. He 
would have bought that for that period, 

Mr. Kiipay. The total family income would be reduced from 3,000 
to 1,500? 

Captain Hoyr. Fifteen hundred. 

Mr. Durnam. What is your reason for cutting off the children 
at 18? 

Mr. Buanprorp. You don’t have to, Mr. Durham. It is just t 


make this thing possible so that the retired man can really fake 
advantage of this thing. If, for example, you wanted to provide in 
here for a system which would pay the children for the rest of the 
children’s lives on the basis of the retired man’s pay, I dare say hi 
would end up drawing about 60 cents a month. 

Mr. Dunnam. What I was thinking: Of course, a widow left with 
children, that is the most expensive age, if they have to send them to 


sc ‘-hool. 

Mr. BLanprorp. It is not a question of public policy so much 
but it is a question of not making these options so liberal, or so 
ridiculous that the man couldn’t possibly afford to exercise an option 
So we say—we are going to suggest an amendment over on page 1' 
which will say in effect that these shall all cease when there are no 
such surviving children under the age of 18 years. 

Now, that does not answer Mr. Kilday’s point that it would b: 
conce iv able, for example, for a retired officer to have one son who is, 
say, 25, another son who is 18, and a daughter who is 1 year old, which 
dls ( run that contribution to the widow for the support of a man who 
wi be 42 years old. 

Captain Hoyr. Yes, but he would be paying for it. 

Mr. Buanprorp. That’s right, he is going to pay for it. But 
recognize the fact that you are penalizing to a certain extent Os 
person who only has one c ‘hild who might be 15, but it is not a penalty 
in the sense 

Mr. Harpy. You are paying for it 
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Mr. BuanpForp. That is right. 

Mr. Harpy. Now, you can combine in this section C two different 
concepts of this insurance. 

Mr. BLANpForp. That is right. 

Mr. Harpy. You have combined the payment of certain principal 
to the indefinite principal because if his wife dies, then the amount 
that would be payable here is discontinued. But if two of his three 
children dies, his $1,500 that you used as an illustration would 
continue to be paid to the one. 

Mr. Buanprorp. That is right. But you are going to figure all 
that out on an actuarial basis. 

Mr. Harpy. That is right. So he is paying for it 

Mr. BLanprorpb. That is right. 

Mr. Harpy. And he is paying for it on the basis of the equivalent 
of two contracts. One is for a payment certain, 8 years certain 
payments- 

Mr. BLuanprorp. Only if there are survivors. 

Captain Hoyr. That is right. 

Mr. Harpy. That is right. But it is for his three children. 

Mr. BLianprorp. That is right. 

Mr. Harpy. And even though two of those children die 

Mr. BLanprorp. The amount of money will be the same. 

Mr. Harpy. The widow will receive the entire $1,500? 

Mr. Buanprorp. That is right. 

Mr. Harpy. He gets an actuarial equivalent on that and he is also 
paying for an actuarial equivalent for the estimated life of his wife. 

Mr. BLanprorp. That is on the theory, of course, that if a man has 
three children, there is a possibility on the prevailing death rates in 
the United States that mavbe in one case out of a hundered one of 
those children will not live to attain the age of 18. 

Now he is taking a risk to that extent. At the same time, what he 
is doing is paying for the woman who will have a child who will die, 
who will receive more in proportion for those two children than the 
other widow who is going to get $1,500 for three children. 

Mr. Harpy. But he is not getting any advantage over anybody 
else? 

Mr. BLianprorp. Oh, no. 

Mr. Harpy. Because he is paying what it actually costs to provide 
these benefits? 

Mr. BLanprorp. This is exactly what an insurance company would 
offer him. 

Mr. Harpy. That is right. 

Mr. Kinpay. There is your point. You are totally correct about 
it. And there would never be a question arise with reference to an 
insurance company. But when you have a man 40 years old drawing 
a Government check 

Captain Hoyt. He wouldn’t be drawing it, sir. 

Mr. Buanprorp. Of course he wouldn’t get it. He might get it, 
though, if the widow died. 

Captain Hoyt. No, he wouldn’t get it. He might get it as the 
guardian of the minor child, that is true, but 

Mr. BLanprorp. That is right. 

Mr. Kinpay. It would be on the basis that he is still included, 
Then you are in trouble. 
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Mr. BLanprorp. I can recognize that. 

Mr. Kitpay. There are too many people getting Government 
checks. 

Mr. BLANpForb. Except this won’t be a Government check. 
hope they won’t make it a green check. I hope they will make 
pink or something so it won’t look like a Government check. 

Mr. Kinpay. It will be a regular Government check. And as far 
as anvbody who knows about it is concerned, they will say ‘‘because 
that boy’s daddy served in the Army, here he is, 40 years old, and 
drawing a Government check.”’ 

Mr. BLanprorp. We could reduce this thing. It is a very simple 
matter to say that any person who makes such an election; the actu- 
arial equivalent will have to be based upon the attainment of 18 of 
each child and it shall be reduced that much. 

Mr. Harpy. You complicate it when you do it. 

Mr. Buanprorp. You do. . You complicate it badly. 

Mr. Harpy. I think you could live with the kind of complaint that 
might be raised, as the chairman has indicated, because a fellow has 
paid for it. 

Mr. Buanprorp. Now, there is a change in that section, Mr. Chair- 
man. On line 13, delete the words “for his surviving widow, child or 
children designated,”’ and put “for his surviving widow, child or chil- 
dren, or for his surviving child or children designated’’, because it 
might be possible he might not have a widow at the time and we want 
to be able to give him an opportunity to provide just for children alone. 

Mr. Kinpay. That is all mght. Just go ahead. 

Mr. BLANpForD (reading): 

(D) To receive a reduced amount of such pay to provide an annuity under the 
same terms and conditions as specified in option (C) of this subsection, except 
that 

and here is the next change— 

if the wife shall predecease the retired member or if they are divorced, then, com- 
mencing on the first day of the month following his wife’s death or on the first day 
of the month following such divorce or on the stipulated date, whichever is later, 
the full amount of the retired member’s retired, retirement, or retainer pay sha 
accrue and thereafter be paid to the retired member as though an election had 
been made to receive the full amount of his retired, retirement or retainer pay 

Now I can’t visualize anybody ever exercising that option to any 
extent because he is trying to outguess the length of time that his 
family is going to live,-unless he comes from a long line of people who 
have hereditary diseases of some kind. But you have to give the 
fellow an option. You are going to pay for it, again. We feel he 
should have the option of protecting himself. 

Mr. Harpy. Yes, but, look, vou are referring back to the option (C 

Captain Hoyr. That is right. 

Mr. Harpy. And suppose he elects not only to provide an annuit\ 
for his wife but for his children? 

Mr. BLanprorp. Yes. 

Mr. Harpy. And his wife dies. Are you going to discontinue an 
annuity for his children? 

Mr. BLanprorp. No. I think—he can elect 

Captain Hoyt. Excuse me. I think that is, again, a case of your 
rate, Mr. Hardy. 

Mr. Harpy. Yes, but that is not what this thing said. 
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Mr. Buanprorp. We are not allowing him the option to say that if 
he makes an election to provide for his widow and children—we are 
not allowing him to say that if his children should all predecease him 
that he can go back and pick up the difference in the sums that were 
paid. 

Mr. Harpy. Yes, but what vou are saying in this thing, if I read it 
correctly and understand it correctly: That if he makes the election 
inder (C) to provide an annuity for his wife and his children and his 
wife dies 

Mr. BLANpForD. Yes. 

Mr. Harpy. Then the full amount of his retired or retirement pay 
then accrues to him. What happens to the election for his children 
is what I am asking vou. 

Mr. BLanpForp. Well, it is assumed that he is going to take care 
of the children. 

Mr. Harpy. Well, but he is not providing any annuity for his 
children from then on? 

Mr. Kitpay. Not under this option. 

Mr. Buanprorp. No. 

Mr. Harpy. If he made his election under (C) purely for his wife, 
then (D), it would seem to me, would be correctly written. But if he 
makes it for his wife and his children both 

Captain Hoyr. Scratch (D) out. 

Mr. BLanprorpb. Your problem is, as I see it, that the man elects 
an option which permits his widow and children to receive a guaranteed 
annuity. 

Mr. Harpy. That is right. 

Mr. BLuanp¥rorp. But he also goes to section (D) and says, further- 
more, that “If my widow should predecease me, I want to be able 
to go back and get the full amount.” 

Now your question is why haven’t we provided a system whereby 
he can sav this: “I want an option which will not result in the full 
amount being returned to me if my widow predeceases, but I just want 
her share back with a guaranteed annuity to my children to continue.” 
That is your point, isn’t it? 

Mr. Harpy. Well, that is essentially the point. But you haven’t 
expressed the point exactly. Because if he makes an election under 
(C) to provide an annuity for his surviving widow, child or children——— 

Mr. BLaNnpForp. Yes. 

Mr. Harpy. Now he makes that election to provide an annuity for 
his widow and his children 

Mr. BLanprorp. Yes. 

Mr. Harpy. And then vou come down here in (D) and say that 
he ean also elect that if his wife dies then he could collect his full 
amount of his pay. 

Mr. Buanprorp. Oh, I see what you mean. You mean you are 
giving him an opportunity to get paid in two situations with one 
condition subsequent to wiping it out? 

Mr. Harpy. That is right. 

Mr. Buanprorp. Which may be a very definite advantage to him. 

Mr. Kixpay. Is that right, in view of the language as follows—— 

Mr. Buanprorp. That is what I was going to read, Mr. Kilday. 

Mr. Kiupay. I think we ought to read that and consider the two 
together. 

75066—51—No. 51——18 
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Mr. Krouu. It says on the stipulated date. Doesn't that take 
care of it, Mr. Hardy? Page 16, line 2 

Mr. Harpy. What stipulated date? 

Mr. Krouu. The stipulated date is the date on which the youngest 
child would reach the age 18. That is, his annuity can’t be restored 
to its full amount until that voungest child would reach 18 

Mr. Harpy. All right, that is assumed. 

Mr. Krouu. Even though the wife had predeceased. 

Mr. Harpy. Let’s assume that that is a correct interpretation of 
it, then. And if his wife dies the day after he executes that option 
(C), he doesn’t get his pay increased until 8 years 

Captain Hoyr. That is correct. 

Commander MArtTiINEAU. Yes. 

Mr. Harpy. Even though he is paving for a $3,000 annuity, or 
for a $1,500 annuity to his wife. 

Mr. Krout. Now this $1,500 annuity: Isn't it true that, for in- 
stance, a $6,000 annuity man will leave $3,000 to his wife and children 
and that $3,000 will paid until the death of his wife, but in any event 
until the youngest child reaches 18? Isn't that correct, Mr. Bland- 
ford? 

Mr. BLaANpForD. Not necessarily. I mean that could be correct. 
Any way he wishes to work out the combination, as I see it. 

Mr. Krouu. It is only a question of percentages, $2,000 or $1,000. 
But there is no split. 

Mr. Buanprorp. No, I think there could be a split. I think it 
would be possible for him to work out a system, as I described before, 
where he would say this: ‘I want to provide a guaranteed annuity 
of $1,500 to my widow for the rest of her life. I also want to guaran- 
tee my widow an additional $1,500 until my youngest child attains 
the age of 18. I want to work out an arrangement with the board 
that if my widow dies before I do, that I will get back the share that 
would otherwise have been paid to her, the $1,500 that would have 
been paid to her, but I want to continue to guarantee my children 
an income of $1,500 until the youngest attains the age of 18.” 

Mr. Krouu. Right, but that is not in the bill now. 

Captain Hoyt. There is nothing in the bill that prevents it. 

Mr. Br anprorp. I think it is in the bill; yes. I think it is possible. 

Mr. ArENps. What is the matter with it? 

Mr. Harpy. That is all right, but I don’t think it is in the bill. 

Mr. Arenps. He says it is in there. 

Mr. Buanprorp. I think it is possible to work out any combination. 
These comments are excellent because if the provisions are not clear to 
any member of the committee, that means we ought to go back and 
write them so they are clear. We can make that clear. Now do I 
understand, therefore, that the subcommittee feels that that is an 
intelligent option and we should permit these people to exercise that 
option? 

Captain Hoyr. Nothing the matter with it. 

Mr. Krouwu. Under the alternative for section (C), the retired mem- 
ber wouldn’t have to stipulate the date on which the youngest child 
reaches 18. He could stipulate any date, it seems to me. 

Mr. Buanprorp. That is Mr. 

Mr. Krouu. That might help the situation. 
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Mr. Buanprorp. That is Mr. Kilday’s point, with which Mr 
Hardy disagrees to a certain extent, that you don’t have—your point 
is they are paying for this insurance and any date is perfectly all right. 
You can say “Until my youngest child attains the age of 90,” as far as 
the insurance business is concerned. Mr. Kilday’s point is that it 
just doesn’t look proper for a man 45 years old to be drawing a pension 
because his father was a retired officer. . 

Mr. Harpy. I think 

Mr. BLanpFrorp. I think we can terminate them all at 18 without 
any trouble. 

Mr. Harpy. I think it is a very extreme situation. It is hardly 
conceivable that a man 45 years old could be drawing a pension, or a 
payment because of his father, because certainly his youngest brother 
or sister would be above 18 if he is 45 in most cases. 

Captain Hoyt. I have one. My oldest girl will be 40 when 
youngest one is 18. 

Mr. BLanprorp. Now on page 16, on line 12—-well, let me 
First of all we’ve said 
When, under options (C) or (D) of this subsection, the wife has predeceased the 
retired member or the widow has died before the stipulated date, the annuity 
shall be paid in equal shares to or on behalf of the deceased member’s surviving 
children who have not attained the age of eighteen years 
and the suggestion is we delete line 12 and say 

Mr. Krouu. Not delete, but just add. 

Mr. Buanprorp. I beg vour pardon. We will not delete line 
but instead strike out the period after the word “years”? on line 
of page 16, and add the following language: “and shall cease when 
there are no such surviving children under the age of 18 years.””, Now 
that is to prevent the annuity continuing on and on and on, even 
though the children—I mean if the children are past the age of 18. 

I want to ask Captain Hoyt about this language, which goes back 
to the question of whether you can split this up into $1,500 and 
$1,500. We say “The annuity should be paid in equal shares to or 
on behalf.’”’ Now, perhaps Mr. Hardy is correct that that language 
implies that there is only one annuity. 

Mr. Harpy. That is right. 

Captain Hoyr. That is right. 

Mr. Buanprorp. And that vou could not work that split. So I 
think that language will have to be changed considerably to permit 
a man to exercise an option which will provide two different payment 
systems. 

Captain Hoyr. Yes. Well, that can be done. 

Mr. BLANDForRD. Yes. 

Mr. Harpy. Otherwise, if you had only one annuity, what would 
happen after the children attained the age of 18? What would the 
widow get? 

Captain Hoyt. She would continue to get the 

Mr. BLanprorp. Full amount. 

Captain Hoyr. The full amount of the annuity, sir. 

Mr. Harpy. Well, what is the purpose, then, in connection 

Mr. Buanprorp. Well, that was the reason I said, Mr. Hardy, I 
felt under that language it had to be a split proposition, because 
otherwise you see there will be no sense in a man electing something 
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for—in other words, there would be no sense in electing a $3,0 
option for the family unit to terminate. 

Mr. Harpy. That is just the point. 

Mr. BLanprorp. Something has to terminate. 

Mr. Harpy. You see, it is silly if you treat it that way. 

Mr. Bianprorp. That is exactly right. I think our intention wa 
to be able to split it. But I think you are correct, that the languag: 
“An annuity’ could be interpreted to mean just a single sum an 
that vou couldn’t splitit. J think we will have to correct that. 

Captain Hoyr. Yes; we can correct that easy enough. 

Mr. BiLanprorp [reading]: 

Upon discontinuance of the reductions in a retired member’s pay under optio: 
(B) and (D) of this subsection, there shall be no reimbursement to the retired 
member of the reductions in pay made prior to such discontinuance. 

Now that is the language we were talking about, about retroactivity 

Mr. Kriupay. Yes. 

Mr. BLANDFoRD. Now 
(2) Retired members granted or entitled to retire, retirement, or retainer pay 
on or after the effective date of this Act— 
now, there is a change on line 20. It is suggested that they delete the 
word ‘one year thereafter” and substitute ‘120 days thereafter’, 
meaning that the retired man will have to make his election within 4 
months after he is placed on the retired list. 

Now, there are two arguments on that. One argument is that the 
people should be required to make their election shortly after they are 
retired, the same as the person who comes on active duty has to make 
an election within 120 days. On the other hand the argument was 
made here the other day, which isalso sound, that generally speaking it 
usually takes a year for a retired man to figure out whether he is gomg 
to get another job and know whether he can take this reduced income 
in order to provide a guaranteed annuity for his family. 

! don’t personally see anything wrong with the 1-year provision, 
but may I suggest that we see what Captain Hoyt has to say on the 
subject. 

Captain Hoyt. Well, there is no question about it, it gives a tre- 
mendous edge to the retired man and could operate to the detriment 
of your fund. In other words, a man gets out. He knows he has a 
year. ‘To use an extreme case, he can write out his application and 
carry it in his pocket all addressed ready to be mailed and tell his wife 
“Tf | drop dead, drop it in the mail box.”’ That is one thing that can 
be done. The other thing is that during that year a man has a whole 
year for some illness to occur to his wife or among his children, so al- 
though he normally would have made the election, he won’t do it. 

So the fund gets hurt both ways. Now the Civil Service and the 
Foreign Service: The election must be made on the date of retirement. 
You have no period of grace at all. I feel that this 4 months’ pro- 
vision will, in effect, give a minimum of 6 months’ actual knowledge 
to a man. 

Mr. BLanprorp. But you are dealing—to counter that argument, 
| would say this: You have to remember that you are dealing with a 
lot of people who are going to be retired for disability. My own 
opinion is that a man retired for disability takes fully a year to find 
himself and that that man should have that period of time to find out 
whether he can go into a business and get some type of income coming 
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into the family which would then permit him to exercise an option 
which would reduce his retired pay. 

Captain Hoyt. Let me argue with you a little bit on that. The 
man who retires for physical disability under this bill is getting an 
enormous break because he is being treated as a healthy life. 

Mr. Buanprorp. That doesn’t discount the fact that the man still 
has to make a change in his whole environment. 

Captain Hoyr. Let’s put it another way. Let’s say this is a 
money proposition, and it is, incidentally, the money of the members. 
[ don’t think they should be tempted to throw it away. I mean, that 
is exactly what you would be doing. I think you should keep this 
on just as businesslike a basis as you can. 

A man is going to retire with $4,000 a year and he has a physical 
disability. He should cut his pattern to fit his cloth, which is $4,000. 
Now, if he can go to work—and he can move somewhere, he can live 
up in Pennsylvania pretty well on $3,000 a year, I know, because I 
have had some experience of it. And he is being given a present, a 
very fine insurance policy for his family on the basis of a healthy life. 
[ don’t think you should give him any more advantages than you are 
giving the man in the active list, which is 120 days. 

Mr. Kitpay. We will get back to Mr. Myers’ inertia. 

Mr. Buanprorp. Well, that is just it. 

Mr. Kitpay. He has a year there. Isn’t he better off if he has to 
vo ahead and make his decision? 

Mr. Buanprorp. I think that is correct, Mr. Chairman. I think 
that is a very good point. A man puts it off and puts it off and puts 
it off. It may be an unpleasant choice. It is going to cost him 
money and he is going to put it off. 

Mr. Kitpay. It is just like making the income-tax return on the 
14th of March. 

Mr. BLanprForp. There is a good reason for that, because it is no 
longer charged against your estate if you are in the military. Of 
course, this is a policy question for the subcommittee. 

Mr. Arenps. I think 120 days is sufficient. 

Mr. Kinpay. At the time he is arranging his business to transfer 
from active to retired status, then it will be explained to him or he 
will understand, ‘‘Now, in a very short time I have to make this 
decision, | better make it now,” and you have it over with. While 
you are processing his case, you process the option and you are through 
with him. 

Mr. Buanprorp. Well, you have the argument of consistency on 
your si'e, because throughout the rest of the bill, 120 davs is the 
time limit and it probably will be better to keep 120 days as the 
factor throughout here. We will put in 120 days, then. 

Go on to line 17: 

tetired members granted or entitled to retired, retirement, or retainer pay on 
or after the effective date of this act— 

[ think we better say “granted or entitled” there— 
may make the election provided for in this section upon being granted or entitled 
to such pay or within | year. 


There again would you like to be consistent and say 120 days? 

Captain Hoyt. No; I will walk back the cat there because it would 
be a physical impossibility to get these people who are scattered all 
over the world notified on this thing. 
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Mr. Kriupay. I think that year there is reasonable. 

Mr. BuanpForp. All right. Of course, it would not be consistent 

Mr. Kitpay. I think we are being consistent. You have a man 
in ap entirely different category. He has been retired on a given 
basis. You say he has to get notice and make his consideration, 
and so on, and change the existing status and not the contemplated 
status. 

Captain Hoyt. That is right. 

Mr. BLANDFoRD (reading): 

The fact that such member may be on active duty shall not obviate, delay, o1 
in any way affect the making of the election as prescribed in this section. 

That has to go in there because you have the retired retained man, 
the man who was retired for the statutory age, the man who is retired 
for disability, and then immediately retained on active duty. We 
had hundreds of those, thousands of them, during World War II. 

Oh, yes—on line 2 3, page 16, change the period to a comma and 
add: 
except that such a retired member who is serving on active duty on the effective 
date of this act may make such election not later than 120 days after the effective 
date of this act. 

I think to accomplish your purpose, though, you must say ‘shall 
make such election.” 

Miss Perper. No; because nobody has to make the election. 

Commander MartTInEAv. He doesn’t have to elect it. 

Mr. BLanpFrorp. Then in that case, the words are meaningless. 
He doesn’t have to make it within 120 days then. 

Miss Pepper. If he is going to make it, he must make it within—— 

Mr. Buanprorp. No; I don’t think so. He may make such 
election— 

Mr. Preprer. Not later than—— 

Mr. Bianpvrorp. You haven’t accomplished your objective. 

Captain Hoyt. He doesn’t have to make any election 

Mr. BLanprorp. What you are trying to say is the man on active 
duty must within 120 days make an election. 

Miss Preprer. If he is going to make an election. 

Mr. BLanpForD. You haven’t said that. If he doesn’t make the 
election, he still has the provision preceding it that he can make it 
within a year. 

Miss Pepper. You see we said except that. 

Mr. Buanprorp. No. All you are saying—to me the words are 
meaningless the way it is now written. What you have said is except 
that, a retired member who is serving on active duty on the effective 
date of this act may make such an election. 

Mr. Kitpay. How would that fit in with the very next sentence? 

Mr. BLanpForp. We will fix that, Mr. Chairman. What we have 
to do is make it mandatory for the man if he makes an election. We 
have to eliminate any language that he must make an election. In 
other words, if he is going to make an election he must make the 
election within 120 days. You agree, do you not? 

Miss Pepper. Yes. 

Mr. Kriupay. Let’s go ahead. 
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Mr. BLanprorp. On page 17, line 2: 


The reduction to be made in the retired, retirement, or retainer pay of the 
member making an election under this section shall be computed by the service 
concerned in each individual case, as of the date the election is made. 
et cetera. We have gone through the actuarial equivalent method. 

Mr. Kitpay. Yes. 

Mr. Buanprorp. Now I would like to go back, if I may, to page 2, 
line 21 and put back the words “a retired member’ that we deleted 
in the committee print. We will only do that of course if the com- 
mittee agrees with the language which we put in here for the retired 
member who goes back on active duty. 

Now let me then suggest that we turn to page 13 and between 
lines 12 and 13 add a new subsection, to be a subsection (c). Now 
this is to take care of a retired member who is ordered to active duty 
for a period in excess of 30 days. 

(c) A retired member who is an active member and who has made the election 
under section 8— 
that is the fellow who is on active duty and has made an election— 
shall within 120 days after the effective date of this Act or within 120 days after 
reporting for active duty, whichever is later, indicate in writing to the head of 
the department or agency concerned (1) whether he desires that the deductions 
specified in section 6 be discontinued, in which case the active member shall 
deposit with the fund established by section 12 the amount which under section 
8 would have been withheld from his retired, retirement, or retained pay had he 
been receiving such pay, or (2) whether he desires that the deductions specified 
in section 6 be continued, in which case the annuities and deductions provided 
under section 8 shal] be suspended during the period of his service as a contributing 
active member and in the event of his death during that period his beneficiaries 
shall be entitled to the benefits provided by this Act for the beneficiaries of a 
contributing active member. 

Now this amendment would permit a retired member ordered to 
active duty in excess of 30 days who has elected to take reduced 
retired pay and thereby provide an annuity for his surviving depend- 
ents to elect to continue with that plan while on active duty by con- 
tributing the amount that he would otherwise have to pay, which is 
one of the systems that we discussed, or to suspend that plan while 
he is on active duty and participate as a contributing active member. 
He is going to have to sit down and just figure out mathematically 
whether he is better off. If he has a wife and three children, obviously 
he is better off to just suspend the contributions to the fund and be 
covered as a contributing active member because that will mean a 
deduction of anywheres from say $3 to $16 or $18 a month from his 
pay, which will guarantee his widow 25 percent of his basic pay plus 
$360 for each child on the straight annuity system that we have for 
active-duty members, or—— 

Mr. Dvuruam. If he qualifies for 30 days of active service. 

Mr. BLanprorp. If he is ordered to active duty for a period in 
excess of 30 days he can go through the rigmarole of making that 
election. Now the reason we put the 30 days in there is that you 
have a lot of cases, quite a few, as a matter of fact, where, for example, 
they order a back general officers and admirals to sit on selection 
boards. 

Mr. Kixipay. Well, it is uniform on other provisions, the 30 days. 
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Mr. BLanprorp. That is right. But I mean we just don’t want 
to open this thing up for anybody who—a retired member who comes 
back on active duty for a few days as they often do. 

Those retired members ordered to active duty in excess of 30 days who have 
dependents and who have not elected to provide an annuity for them would auto- 
matically be included as a contributing active member and those without depend- 
ents would have the same election as any other active member to discontinue 
participation as a contributing active member. 

Now a man retires. He is a bachelor. He has neither chick nor 
child. He comes back on active duty. Within 120 days he has to 
tell the department concerned that he doesn’t want to participate 
even as a contributing active member, so they don’t take those deduc- 
tions from his pay. Otherwise they will. 

Along those lines I might suggest to the subcommittee—lI am satis- 
fied now after talking to the actuaries that we have enough money in 
this fund so we can be a little more liberal with the estate provision. 
That is the $500, or 25 percent of basic pay. I believe it would 
strengthen the bill considerably if we increase that to $1,000. That 
is another provision in the bill, but I think the fund can more than 
stand it, and I think it would help the bill. I would like to have 
Captain Hoyt comment on that. 

Captain Hoyt. That is something we have been kicking around for 
a long time, ever since we worked the calculations out on the 

Mr. Kiupay. First, Captain 

Captain Hoyt. Yes. 

Mr. Kiupay. Lst year when we had the actuaries from Prudential 
it was made clear that there was nothing sacrosanct about $500. 

Captain Hoyr. That is correct. 

Mr. Kinpay. That it was any given amount that we might agree 
on within the bound of reason. It was a method of terminating 

Captain Hoyr. The obligation. 

Mr. Kintpay. Yes. 

Captain Hoyr. And providing an obligation for every death. 

Mr. Kitpay. Yes. 

Captain Horr. We have been talking about it for some time since 
we went to the calculations based on only dependents, people with 
dependents contributing. You see, the rates are set to carry the bill 
with only the people who have dependents contributing. 

Now, that means, of course, going back to this question of inertia, 
you are going to have a number of enlisted people who will probably 
be a little bit scared to come up and say, ‘I don’t want to be charged 
this 50 cents a month.” They will be afraid to in many cases. There- 
fore, I think we should be careful to give them a good deal. Now 
I don’t think the $500 is quite enough for the 50 cents that they pay 
in or the dollar that they pay in. I think $1,000 would be a good 
round sum and it is well within the basis of the actuarial costs. | 
think Mr. Kroll will back me up on that. 

Mr. Krouu. Yes, 50 cents a month is $6 a year and if they get only 
$500 that would mean a death rate of 12 per thousand, which is a 
pretty high death rate, and basing this insurance on that death rate 
is a little bit stringent, I think. If you gave them $1,000, it would 
mean a death rate of about six per thousand, which is coming down 
closer to what the actual death rate is. It would be a fairer proposition, 
certainly. 


c 
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Mr. Harpy. What is the actual death rate? 

Mr. Krouu. Well, I think the over-all death rate in this study was 
something a little above two per thousand. 

Mr. Harpy. That being the case, you still have a pretty wide 
margin of safety if you make it a thousand dollars. 

Mr. Kro.tu. You certainly have. 

Captain Hoyt. Yes, sir. 

Mr. Kro.u. In fact, every single man you get into this plan on that 
basis would certainly help the fund. 

Mr. Buanprorp. It is a selling point, Mr. Hardy. It is going to 
sell the people who have no dependents. 

Mr. Harpy. You want to get their contribution. 

Mr. BLanprorp. Yes. We want to protect them if they do acquire 
a dependent because of that 2-year provision in there. 

Mr. Durnam. A man is not going to mess with $500 much. 

Mr. Buanprorp. I think $1,000 sounds like a good insurance 
policy for 50 cents a month. I would like to buy several of those. 

Mr. Duruam. Of course the contribution from him is going to mean 
just as much as the contribution from the others. What you are 
after of course is covering the whole category, if you can. 

Mr. Bianprorp. If that is agreeable with the committee, we will 
substitute a thousand. 

Mr. Kiupay. Is there any objection to substituting a thousand? 

(No response.) 

Mr. Krupay. Very well. 

Mr. BLanpForp. Now I would like to go back to this retired mem- 
ber for just a second to see if we have solved this problem. We are 
letting the retired member who has made an election who comes back 
on active duty to say in effect this, ‘I will contribute from my own 
pay the amount that I would otherwise be required to have taken 
from my retired pay because I want to continue in effect the option 
which I exercised at the time I was retired”’ or in the alternative we 
are saying to that man, ‘‘You may suspend’’—now just suspend— 
“the contribution to the fund which otherwise would have been taken 
from your retired pay which suspends the payments that would have 
been made to you under the option that you exercise and you will be 
permitted to be considered as a contributing active member by paying 
the lesser amounts that are contained in the bill and if you die on 
active duty you will be paid, your widow and children will be paid 
the amount that is in the bill for a contributing active member, with 
the understanding that when you go back on the retired rolls and are 
released to inactive duty your retired pay will then be checked, not 
the retroactive checkage but the amount from that day on, for the 
contribution to the fund.” 

Now you recall the other day that we discussed the fact that there 
were two contributions here and that if you made the man come back 
on active duty and contribute the retired amount plus the amount of 
a contributing active member, that he was paying twice. We realized 
that if you did not make him pay twice there was going to be a shortage 
in the fund for that amount of money. I am now advised that this 
fund will stand that without any trouble at all. There are a lot of 
arguments in favor of letting that provision go into the bill. A 
retired member is retired. He is subject to call to active duty. Now 
if you bring him back to active duty, which is often times through no 
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choice of his own and in most cases through no fault of his own, and 
make him pay both as a contributing active member plus the retired 
deduction, even if you try to work out a system where you would 
subtract the difference between what was contributed to the fund 
and the amount that he was paying as a contributing active member, 
he is still paying a little bit too much. On the other hand, if he comes 
back on active duty and is allowed to suspend the option, whatever 
that option may be worth to him, if he is allowed to suspend that 
option, and go into the contributing active member, the fund may be 
out in the event of his death a little amount, but it is just going to be 
a pittance compared to what I think are the arguments in favor of a 
provision which will permit him to exercise one of two provisions in 
the event he comes back on active duty. 

Mr. Harpy. If he comes back on active duty, why shouldn’t he be 
required to carry on his program just as anybody else on the active- 
duty list? 

Mr. BLanprorp. Well, you are requiring him to do one of two 
things. You are requiring him to contribute to the fund and keep his 
option in effect or you are requiring him——— 

Mr. Harpy. But you do not permit others who have not retired to 
contribute more and get a greater annuity. 

Mr. Buanprorp. Well, in a sense they do not have to. 

Mr. Harpy. You don’t permit it. 

Mr. Bianp¥rorp. I don’t know. I don’t think there is a greater 
annuity possible. You see it is—25 percent of active-duty pay and 
50 percent of retired pay is identical. 

Mr. Harpy. That means—— 

Captain Hoyt. No. 

Mr. Harpy. It wouldn’t necessarily ——— 

Mr. Buanprorp. Not necessarily. I am basing it on 75 percent 
retired pay, that is right. That would depend upon the percentage of 
his retired pay. 

' Mr. Harpy. In practically every case he is going to get greater 
benefits py taking the contributing member’s beneiits. 

Mr. BLANpForp. Unless he is a man retired with 30 years of service, 
that is right, or 75 percent disabled, that is correct. 

Mr. Harpy. Well, if he is 75 percent disabled, why is he coming 
back in active duty in excess of 30 days? 

Mr. Buanprorp. You have lots of them coming back to active 
duty. 

Mr. Harpy. If he is 75 percent disabled, that is a pretty high dis- 
ability to bring him back to active duty, even if he is sitting on his rear. 

Mr. BuanpForp. There may be many men coming back to active 
duty with that amount of disability. There are many jobs that they 
can perform. 

Mr. Kitpay. You see, he is rated according to the Veterans’ Ad- 
ministration tables. 

Mr. BLanprorp. That is right. 

Mr. Kinpay. You have many totally disabled veterans holding civil 
service jobs and have preference in holding them. 

Mr. Buanprorp. Yes. Even 100 percent disabled doesn’t mean 
that the man cannot perform useful service of some kind. 

Mr. Harpy. Of course, But I just wonder whether there is any 
real point in providing this option, if a man comes back on active 
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duty why he shouldn’t get back automatically in the status of con- 
tributing money. 

Mr. BLanprorp. That is perfectly all right, so long as you don’t 
make him pay twice. 

Mr. Harpy. He certainly ought not to be made to pay twice. 

Mr. BuanprForp. In that case just suspend the option. 

Mr. Harpy. Wouldn’t it be a whole lot simpler? 

Mr. BuanpForp. It would be a lot simpler. And as far as I am 
concerned, I cannot visualize frankly anybody in their right mind not 
wanting to be a contributing active member. I think the benefit is 
generally speaking so much greater, as you say, for the contributing 
active member that he would be silly to pay $100 a month out of his 
own pay when he can get almost the same protection by paying $15 
a month. 

Mr. Duruam. You cannot hardly deprive them of that opportunity 
once you have made 

Mr. BLanpForp. No; after he makes the election, after he goes 
back on the retired rolls, then they will resume making the deductions 
from his retired pay after he has made the election. 

Mr. Harpy. If he is on active duty in excess of 30 days, I don’t see 
why he shouldn’t be treated just like everybody else, everybody else 
contributing as an active member. 

Mr. BLuanpFrorp. We can do that without any trouble. 

Captain Hoyvr. I can fix that up very quickly. 

Mr. BLaAnpForpb. Except when he goes-——— 

Mr. Harpy. That fact of “once retired” I don’t think necessarily 
enters into it. 

Mr. BLanpFrorp. You have to take the next step—— 

Mr. Harpy. You would automatically pick it back up. 

Mr. Buanp¥rorp. That is perfectly all right. 

Mr. Harpy. But my own thinking would be it would be so much 
simpler and probably more equitable all the way through if for the 
period of his active duty he becomes a contributing member and his 
options are suspended for that period. 

Mr. BLANpFoRD. We have even gone further and said in the event 
a retired member—let’s say a man is a bachelor, retired, and then 
while he is on retired roll he marries. Then he is ordered back to 
active duty. He is not going to have any option. He is going to be 
forced to contribute as a contributing active member with a depend- 
ent, the same as we treat everyone else. 

Mr. Harpy. Then, let’s treat these other boys the same. 

Mr. Buanprorp. All right. We can arrange that without any 
difficulty. 

Mr. Krupay. I think that would simplify the matter. 

Mr. BuanprForp. All right, sir. 

Mr. Krouu. The case will exist where the widow will receive less 
benefit, however. 

Mr. Harpy. There will be some cases of that kind, but I still don’t 
see any reason that she should be treated any different from the 
widow of anybody else who is on active duty. 

Mr. Buanprorp. Mr. Hardy, I can strengthen your argument by 
pointing this out, too, that that man who dies while on active duty 
will be entitled to a death gratuity benefit, which he would not be 
entitled to if he died while he was on the retired rolls, which might 
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offset any advantage that Mr. Kroll has indicated might accrue to 
the man who exercises the option. 

Mr. Harpy. Let’s treat them all alike and just suspend the option 
proposition when they go back on active duty. 

Mr. Buanprorp. All right, sir, that is very simple. We can 
handle that. 

Mr. Kinpay. Where are we next? 

Mr. Bianprorp. Well, Mr. Chairman, the only thing left—I don’t 
know whether you want to take it up today or not, and that is the 
FECA benefits. That is the only thing left in the bill now. Of 
course, I say the only thing left. We have the principles established 
now, except for FECA benefits. 

Mr. Harpy. Where is that in the bill? 

Mr. BLanprorp. That is section 19. 

Captain Hoyr. Section 19, sir. 

Mr. BLANDForRD. We have one other—well, let me read this. 

The act of July 15, 1939 (5 U. 8S. C. 797), provides the benefits of the Federal! 
Employees Compensation Act for members (and their beneficiaries) of the 
Officers Reserve Corps and of the Enlisted Reserve Corps of the Army who are 
injured or who die as the result of such injury while on active duty of any duration 
in time of peace. 

Now let me interpolate right there and say we are at peace right 
now for the purpose of that act. 

A section was added to that act by the act of August 7, 1946 (5 U.S. C. 797a) 
which provides that the term ‘‘time of peace”’ shall include that period after 
September 8, 1945, which is prior to the date on which the United States is no 
longer engaged in any war in which it was engaged on August 7, 1946. 

That is a lot of words, but the net result of it is we are at peace. 

As a result of that enactment the benefits of the July 15, 1939, act are now avail- 
able to Reserve officers and Enlisted Reserve men of the Army and to their bene- 
ficiaries, which results in this very ridiculous situation of the organized reservist 
being entitled to these tremendous benefits compared to the National Guard man 
and the Regulars of the Navy and Marine Corps. That is the way that got in 
there. In other words, we were at war because we have never passed a resolution 
saying we are not at war, but we passed a law saying that for the purpose of that 
act, we were at peace. So the Korean situation came up. We are still at peace 
for the purposes of that act. 

Section 304 of the Naval Reserve Act of 1938 provides the benefits of the Fed- 
eral Employees Compensation Act for members (and their beneficiaries) of the 
Naval Reserve and Marine Corps Reserve who are injured or who die as the result 
of such injury while on active duty of any duration in time of peace. By a pro- 
viso added to that section by the act of August 7, 1946 (34 U.S. C. 855e), the 
benefits of the section are provided for members(and their beneficiaries) of the 
Naval and Marine Corps Reserve while performing active duty for periods of 30 
days or less, training duty, drills, equivalent instruction or duty, or prescribed 
duty, or while performing authorized travel to or from such duty prior to the 
official termination of World War II. 

Since then we have supplemented that. We have also passed Public 
Law 108, which also is involved in this thing, which provides for 
service benefits to people who are injured while on active duty or 
active duty training, which in effect gives the beneficiary an option as 
to whether she wants to take FECA benefits or whether she wants to 
take Public Law 108 benefits. 

Now the proposed amendment that we have in the bill here would 
deprive—we might just as well face it. That is the only way to solve 
the situation, is to deprive members of the organized reserve corps of 
FECA benefits if ordered to active duty for more than 30 days. 


The proposed amendments would deprive members of the Officers Reserve 
Corps and of the Enlisted Reserve Corps of the Army on active duty for periods in 
excess of 30 days of the benefits which they now have of the act of July 15, 1939, 
while the amendments would not affect members of the Naval and Marine Corps 
Reserve on active duty for periods in excess of 30 days until the termination 
of World War II and the present emergency, inasmuch as such naval personnel 
are not now entitled to those benefits. 

Now Miss Pepper has further informed me: 

After a further discussion of the proposed amendment to section 304 of the 
Naval Reserve Act, it appears that the question which I raised, that is, coverage 
for the naval reservist suffering injury or death while performing travel to take a 
physical examination preliminary to going on extended active duty where the 
Comptroller General has held that he is not entitled to the benefits of Public Law 
108, Kighty-first Congress, can be taken care of by the wording of the orders, 

This is not the solution, by any means. This is just a solution to 
this problem. In the first place, we can’t take away FFCA benefits 
that have accrued to the beneficiaries of organized reservist who have 
already been killed. 

Mr. Kitpay. I want to get that perfectly clear in the record, that 
there will be a savings provision in reference to benefits currently 
being paid. 

Mr. BLanprorp. Yes. We don’t intend to deprive anybody of the 
benefits that they are now getting under the FECA law as members 
of the Organized Reserve and the Enlisted Reserve of the Army and 
the Air Force, who are now drawing those benefits or are now entitled 
to those benefits. 

Mr. Kitpay. How about the Civil Air Patrol? 

Mr. BLanprorp. No, sir; we don’t have to worry about the Civil 
Air Patrol at this time. Our solution to this problem is to say this, 
that we are going to have a 30-day cut-off provision. An organized 
reservist of the Army or the Air Force ordered to active duty for a 
period of less than 30 days can have the benefits of the FECA law. 
We are not going to change that. 

Commander Martineau. It is not covered by this. 

Mr. BLANpForp. Of course, these people are not covered by these 
survivor benefits, of course. So that is one of the arguments. People 
ordered to active duty for periods in excess of 30 days, since they will 
be covered by this law—of course, they are paying for it, but since 
they will be covered by this law, will not be entitled to the benefits 
of the FECA law. We have to take some affirmative action. 

That seems to be as equitable a solution as any I know of. 

Mr. Kinpay. And that would be the only instance in which the 
benefits of this would not be cumulative or in addition to. 

Mr. BLianprorp. I am going to get to the “in addition to” problem 
because we do have a problem with the Public Health Service and the 
Coast and Geodetic Survey. We might just as well discuss that now. 
Under existing law, with very few exceptions, members of the Public 
Health Service and the Coast and Geodetic Survey, and the exception 
is the man from either of those branches who is serving with the Army, 
Navy, Air Force, or Marine Corps during war or by Executive order, 
is not entitled to veterans’ benefits. 

Now, members of the Public Health Service and Coast and Geodetic 
Survey have always been part of our pay bills. They are almost al- 
ways in all of our legislation. But they are not entitled to veterans’ 
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benefits as such. They are, however, covered by FECA, regardless 
of war or peace. 

Is that correct, captain? 

Captain Hoyr. That is correct. 

Mr. Bianprorp. Now, you are going to have this anomalous sit- 
uation, in my opinion, which I think is just as bad as the prevailing 
situation. We are including them in this bill for survivor benefits. 

Now, there are several possibilities. If we word this bill in such a 
way that we don’t preclude anybody from getting any other benefits 
that they might be entitled to under any other laws, that means that 
it would be possible, for an officer of the Public Health Service killed 
in line of duty, who was a contributing active member under this law, 
for his widow and children to receive a substantial sum under this law 
and also to be eligible for the benefit of FECA. 

I think that is wrong. At the same time, I don’t think we want to 
take away anything from Public Health Service and the Coast and 
Geodetic Survey in view of the fact they are not entitled to veterans’ 
benefits. Now I would like to suggest to the subcommittee—and | 
know it is not an easy thing to write 

Mr. Durnam. Aren’t they entitled to veterans’ benefits once they 
have been ordered to active duty? 

Mr. Buanprorp. If they are assigned—Captain Galen can prob- 
ably answer that question better than I. As I understand it, if they 
are assigned to duty with the Army in time of war they are covered. 

Mr. Durnam. That is right. 

Mr. BLanprorp. For the period that they are assigned. But I am 
speaking now of the great mass of them today who are not covered 
by veterans’ laws in any way, not entitled to go to the veterans’ 
hospitals. I think they have to use Public Health facilities. 

Now, I don’t know if it is possible, but the only solution, it seems 
to me, to make it fair would be to let them have FECA benefits and 
the benefits of this law, and always the benefit of this law, so long as 
the combined benefits of this and the FECA laws, with whatever 
savings I am about to suggest go to the benefit of the Federal Govern- 
ment and not this fund—so long as the combined benefits never 
exceeded what the combined benefits would be were they entitled to 
Veterans’ Administration beneiits. 

Now let me use as an illustration a Public Health officer with a 
wife and one child. Let’s say that in time of peace he dies in line of 
duty and under existing VA laws his widow would be entitled to $60 
a month, because it was under peacetime conditions, plus-———- 

Mr. Durnam. We have no situation that exists today analogous to 
that where the party is drawing two types of benefits, have we? 

Captain Hoyt. No. 

Mr. Buanprorp. No, but that will come up as soon as you pass 
this law. 

Mr. Duruam. Well, that would be creating a precedent, of course. 

Mr. Buanprorp. The only thing I am saying 1s this: Granted this 
is a self-sustaining fund—or you can solve it the way you might sug- 
gest, Mr. Durham. If we pass a law which permits the Public 
Health Service and the Coast and Geodetic Survey to continue to 
draw FECA benefits, the very thing we are taking away from the 
Organized Reserve and the Enlisted Reserve of the Army, and let 
them also contribute to this fund and have the benefits of this fund, 
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and let them have the combined benefits, that means that the Public 
Health officer or Coast and Geodetic officer, his widow is just that 
much the better off, than a Regular Army officer or a reservist or 
anybody else. 

Mr. Duruam. Why not leave them in status quo? 

Mr. Buanprorp. I think they are entitled, since we also covered 
them in the pay bill and everything else, to contribute to this fund. 
The point is, we shouldn’t in my opinion write laws affecting the VA. 
I think it would be inadvisable to do so. But we can say this: If 
they are entitled to any other benefits under any other provisions of 
law, the combined total of whatever benefits are provided by this act, 
plus any other benefits provided by any other law, shall not exceed 
what the combined benefits would be under this law, plus any benefits 
administered by the VA for anybody under similar circumstances. 

Mr. Harpy. You are getting awfully complicated. 

Mr. Buanprorp. I know it. I realize it is very complicated. 

Mr. Kitpay. We do have a very complicated situation because of 
Public Health Service and the Coast and Geodetic Survey. We are 
going to have to hear from those services in reference to their stand- 
point because of that. I don’t know, but I imagine there are a num- 
ber of considerations to come in there as to present entitlement to 
any retirement under the civil service retirement and whether they 
now have the survivor benefit provision, and so on. 

We are going to have to hear their viewpoint on it. Now is that 
the question remaining? 

Mr. Bianprorp. Yes, the FECA benefits is the sole consideration 
remaining. 

Mr. Krupay. Of course, it is 5 minutes to 12. When can we have 
that? 

Mr. Buanprorp. Friday, I think, Friday morning, Mr. Chairman. 
We can’t meet tomorrow. There is a full committee meeting to- 
morrow. 

Mr. Krupay. I was thinking about this afternoon. 

Mr. BLanprorp. No, sir. We have a meeting this afternoon. 

Mr. Kitpay. Then we will meet Friday and we will have the 
Coast and Geodetic Survey and you gentlemen so we can discuss it. 

(Whereupon at 11:53 a. m., the subcommittee adjourned.) 
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FRIDAY, SEPTEMBER 28, 1951 


HovusrE oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Survivors BENEFITS 
LEGISLATION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the special subcommittee) presiding. 

Mr. Kinpay. We will go ahead with the bill and attempt to finish 
it today. 

Commander Martineau. That is fine. 

Mr. Buanprorp. Mr. Chairman, you asked that the Public Health 
Service and the Coast and Geodetic Survey appear this morning. 

Mr. Kitpay. That is right. 

Mr. Buanprorp. To appear to be prepare to present testimony. 

Mr. Kitpay. Where was that provision? 

Mr. BLanprorp. It is with respect to the FECA provision, which is 
on page 27. 

Mr. Kinpay. Will you gentlemen come around from the Public 
Health Service and the Coast and Geodetic Survey? 

For the record, I would like to have you give us the status of the 
we will take the Coast and Geodetic Survey first and then the Public 
Health Service—of your officers and your employees, your dual status 
and all that sort of thing. Do you have a prepared statement? 


STATEMENT OF CAPT. FRANCIS L. GALLEN, CHIEF, DIVISION OF 
FINANCE AND SPECIAL SERVICES, COAST AND} GEODETIC 
SURVEY 


Captain GALLEN. Well, sir, I have a short statement I would like 
to read. 

Mr. Kinpay. Go ahead with your statement, Captain. You will 
probably clear up a great deal of what we had in mind. 

Captain GALueN. Yes, sir. The Coast and Geodetic Survey as a 
member of the uniform services takes a very firm position in its desire 
to be included in the survivors’ benefit bill. Commissioned officers of 
this Bureau are not entitled to veterans’ benefits except those who 
obtained such rights as a result of being transferred by Executive 
order, to the Armed Forces in time of war. During World War I[] 
approximately 53 percent of our officers were transferred to some 
branch of the military forces. It can be readily seen that at the pres- 
ent time a large percentage of our officers have no benefits available 
to them that might be utilized by their surviving dependents. Even 
those who were transferred to the Armed Forces during the war would 
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2210 


have to justify service-connected disability in order to be entitled to 
veteran’s benefits. 

Officers of the Bureau who were not transferred to the Armed 
Forces during the recent war were eligible to the benefits of national 
service life insurance, provided they were engaged on projects in areas 
considered hazardous. A large percentage ‘of these officer s qualified 
for this benefit. 

Commissioned officers of the Coast and Geodetic Survey are not 
covered by the gratuitous indemnity provided by Public Law 23, 
Eighty-second Congress, except in limited circumstances, that is, 
while assigned to duty during a period of war or an emergency as 
proclaimed by the President or the Congress on projects for the Army, 
Navy, or Air Force in areas outside the continental United States or 
in Alaska or in coastal areas of the United States determined by the 
Department of Defense to be of immediate military hazard. Any 
officer so assigned continues to be protected for a period of 120 days 
after he has left the area. 

Prior to the 1949 amendment of the Federal Employees Compensa- 
tion Act (Public Law 357, 81st Cong., see. 108 (b), 63 Stat. 860), 
all claims submitted for commissioned officer personnel of the Coast 
and Geodetic Survey, or their dependents, were not approved by the 
Commission. The decision in two cases appear in Commission’s 
files numbered 179830 and 417623. In view of these decisions there 
is no definite assurance that commissioned officers of the Coast and 
Geodetic Survey are covered by FECA. The situation is clearly 
stated in the attached copy of a letter from the Secretary of Labor 
ir answer to a letter from the Solicitor’s office of the Department of 
Commerce. And I have attached copies of both letters here. 

Mr. Kinpay. You want them included in the record, Captain? 

Captain GALLEN. Sir? 

Mr. Krupay. You want those in the record? 

Captain GALLEN. Yes, sir. 

Mr. Krupay. They will be included. 

(The information is as follows:) 

DECEMBER 8, 1950. 
Hon. Maurice J. Tostn, 


Secretary of Labor, Department of Labor, 
Washington, D. C. 

Dear Mr. Secretary: Your opinion is requested as to the eligibility of com- 
missioned officers of the Coast and Geodetic Survey to participate in the benefits 
of the Federal Employees’ Compensation Act. The act defines “employees” 
as including, among others: 

““(1) All civil officers and employees of al] branches of the Government of the 
United States (including officers and employees of instrumentalities of the United 
States wholly owned by the United States) ; (2) commissioned officers of the Regu- 
lar Corps of the Public Health Service; (3) officers in the Reserve yg the Public 
Health Service on active duty * * * (act of Oct. 14, 1949, c. 691, title I, 
sec. 108, 63 Stat. 860; 5 U.S. C., sec. 790). 

sefore 1949 the definition of oe was considerably narrower. The 
act of September 7, 1916 (c. 458, sec. 40, 39 Stat. 750, as amended (5 U. 8. C., 
sec. 790)) , provided in part: 

“The term ‘employee’ includes all civil employees of the United States and of 
the Panama Railroad C ompany, commissioned officers of the Regular Corps of 
the Public Health Service, officers in the Reserve of the Public Health Service on 
active duty, and all persons other than independent contractors and their em- 
ployees, employed on the Menominee Indian Reservation in the State of Wis- 
eonsin * * * 
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Your opinion is requested becauseof the following provision in the act: 

“In the absence of fraud or mistake in mathematical calculation, the finding of 
facts in, and the decision of the Secretary of Labor upon, the merits of any claim 
presented under or authorized by this Act if supported by competent evidence 
shall not be subject to review by any other administrative or accounting officer, 
employee, or agent of the United States” (act of Sept. 7, 1916, c. 458, sec. 37, 
39 Stat. 749, as amended; Reorganization Plan No. 19 of 1950; 5 U.S. C., see. 787). 

The Director of the Coast and Geodetic Survey has asked that your opinion on 
this subject be obtained as soon as practicable, in order to clarify the position of 
survey officers under the Federal Employees’ Compensation Act. 

Sincerely yours, 
MatrHew Hatz, Acting Solicitor. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, January 12, 1951. 


MatrHew Hate, Esq., 
Acting Solicitor, Department of Commerce, 
Washington, D. C. 

Dear Mr. Hate: I received your letter of December 8, 1950, inquiring con- 
cerning the eligibility of commissioned officers of the Coast and Geodetic Survey 
to participate in the benefits provided for under the Federal Employees’ Com- 
pensation Act. It appears that the matter of the eligibilitv of such officers arises 
because of the provisions in section 108 (b) of the Federal Emplovees’ Compensa- 
tion Act Amendments of 1949 (Public Law 357, Slst Cong.), which enlarges the 
definition of the term ‘‘employees”’ as used in the Compensation Act to include 
‘all civil officers and employees of all branches of the Government of the United 
States * mre 

The Federal Employees’ Compensation Act is administered by the Bureau of 
Employees’ Compensation of this Department. According to precedents estab- 
lished prior to the amendments referred to, commissioned officers of the Coast and 
Geodetic Survey were regarded as ‘‘civil officers” and not as ‘‘civil emplovees”’ of 
the United States (under the application of certain opinions of the Attorney Gen- 
eral) and as such were held not to be within the purview of the Compensation Act. 
Decisions to this effect may be found in the cases of Donald B. Phelev, lieutenant 
(junior grade), who was injured August 18, 1925, and Ector B. Lathan, lieutenant 
(junior grade), who was injured September 1, 1934, the decisions appearing in the 
Jureau’s case files numbered 179830 and 417623, respectively. 

From the statutory provisions governing the appointment of officers in the 
Coast and Geodetic Survey, it would appear that such officers have relative ranks 
with officers in the Navy, but that they are civilian officers of the Unied States 
except when transferred by the President during a national emerzency ‘‘to the 
service and jurisdiction”’ of the Department of the Army or the Department of 
the Navy, pursuant to the act of May 22, 1917 (40 Stat. 87). Aceorting to the 
same statutory provision, the pérsonnel so transferred and while under the juris- 
diction of the Army or the Navy ‘‘have proper military status.”’ t appears that 
the Joint Resolution of July 25, 1947 (61 Stat. 451), provided that the date 
July 25, 1947, shall be deemed to be the date of termination of the national 
emergency proclaimed by the President on September 8, 1939, and May 27, 1941, 
for the purpose of effecting a retransfer from the Army and the Navy of the 
personnel of the Coast and Geodetic Survey so transferred during World War II. 

The 1949 amendment to the Federal Employees’ Comnensation Act, enlarging 
the meaning of the term “‘employee”’ to include “all civil officers’ of the United 
States, would appear to bring the officers of the Coast and Geodetie Survey within 
the purview of that act during such time or times as thev do not have proper 
military status upon transfer to the military forces as provided for by the act of 
Mav 22, 1917. 

Decisions as to the entitlement of claimants to benefits under the Federal 
Employees’ Compensation Act are made by the Bureau of Emplovees’ Compensa- 
tion on the basis of claims presented to the Bureau. The above comments with 
respect to the status of officers of the Coast and Geodetic Survey as regards 
applicability of the Compensation Act should be regarded as advisory only, and 
for guidance in the matter of reporting injuries and deaths as required under the 
provisions of the Compensaton Act and applicable regulations. A precedent 
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decision may be obtained upon the occasion of the adjudication of the first ‘‘officer’’ 
claim presented. 
Yours very truly, 
Maurice J. Tosin, 
Secretary of Labor. 

Captain GALLEN. Since the change in the act by the liberalization 
amendment of 1949, the Coast and Geodetic Survey has had no 
occasion to submit a case for adjudication. 

It is felt that possibly the survivor-benefit bill can be so written as 
to reduce benefits to our commissioned personnel that may occur to 
them under the FECA only to an amount comparable to those ac- 
cruing to military personnel under the laws of the Veterans’ Ad- 
ministration. 

Regardless of what your committee’s decision may be with respect 
to FECA benefits, I wish to reiterate that the Coast and Geodetic 
Survey is most desirous of being included under H. R. 5169, as it is the 
only way at present that our officers can be assured of providing the 
necessary financial protection for their dependents. 

I just wanted to mention one thing. We have never had any of our 
officers that have been able to obtain any benefits under the FECA. 
As I say, we have submitted some cases and these letters I have here 
is a request for a decision on it. But the Secretary of Labor has 
written and said they would not make a definite statement. We 
would have to submit a case to them for adjudication before they 
would decide whether or not we came under the FECA. We have 
never had anybody get any benefits from it. 

Mr. BLanprorp. They will not give you a declaratory judgment? 

Captain GALLEN. No, sir. 

Mr. BLanprorp. On a hypothetical case? 

Captain GALLEN. No, sir. 

Mr. Buanprorb. Mr. Chairman. 

Mr. Kinpay. Go ahead. 

Mr. BLAnpForpb. Let me see if I can summarize this, Captain. The 
Coast and Geodetic Survey has never been considered entitled to the 
benefits of FECA until the 1949 law? 

Captain GALLEN. That is right; yes, sir. 

Mr. BLANpForp. Sined the 1949 law, there is still question in your 
mind as to whether you are covered by FECA benefits? 

Captain GALLEN. Yes, sir. 

Mr. Buanprorp. Now, you have sent two cases to 

Captain GALLEN. That was prior to 1946. 

Mr. BLanprorp. Now, what did the law do in 1949? Has the 
name Coast and Geodetic Survey ever appeared in the law? 

Captain GALLEN. No; the name has never appeared. The only 
thing prior to that time was employees of the Government. Then 
they included civilian officers and employees. 

Mr. BLanprorp. Now the question is whether or not you are a 
civilian officer. 

Captain GALLEN. Yes; that is right. 

Mr. Bianprorp. In other words, other civilian officers, such as 
United States marshals—although I think members of the judiciary 
are excluded, but other civilian officers are included. But the question 
is whether you are a civilian officer insofar as FECA benefits are con- 
cerned. 
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Captain GALLEN. Yes, sir. They do intimate that in time of war 
or emergency any of our officers who would be transferred to the 
Armed Forces would not be eligible. They do not say that in so many 
words, but they intimate that. 

Mr. Bianprorp. The inference from that is in time of peace you 
would be covered by FECA? 

Captain GALLEN. Yes. 

Mr. Buanprorp. But vou have not had a clear case. Has any 
beneficiary of a Coast and Geodetic Survey officer qualified for any 
benefit? 

Captain GALLEN. They never have. 

Mr. Kitpay. That is under FECA? 

Captain GALLEN. Yes, sir. 

Mr. Kitpay. Well, is there any other program under which you 
qualify? 

Captain GALLEN. No, sir. 

Mr. Kiupay. I don’t quite understand how it is that the one 
service of the Federal Government is not included in any program? 

Captain GALLEN. Not included in any program at all. 

\ir. Kiipay. It is the evident policy, legislative policy to cover all 
officers and emplovees? 

Captain GALLEN. Yes, sir. 

Mfr. Krupay. Of the Government. 

Captain GALLEN. Yes, sir. 

Mr. Kitpay. Now, is this something that applies to the officers 
of the Coast and Geodetic Survey as distinguished from the employees? 

Captain GALLEN. Yes, sir. 

\fr. Krtpay. Your employees there is no question about? 

Captain GALLEN. There is no question about them at all. 

Mr. Kitpay. But as to the officers in their dual capacity as employ- 
ees and as officers that is where the question arises? 

Captain GALLEN. Yes, sir. 

Mr. Kiipay. Well, then, isn’t the solution to include them within 
this? 

Captain GaLLen. Within this, ves, sir. 

Mir. Kitpay. Do you have an amendment prepared that would 
accomplish that purpose, Captain? 

Mr. Buanprorp. They are included; Mr. Chairman, unless we 
exclude them. 

Captain GALLEN. Yes, sir. 

Mr. Buanprorp. The point that was raised at the last meeting 
was the problem that we might raise by including them in this for 
survivor benefits and in addition they would be entitled to FECA 
benefits. 

Mr. Kitpay. That is right. Well, they are included here because 
of the use of the term ‘‘uniformed services.” 

Captain GALLEN. Yes, sir. 

Mr. Kiupay. And that is defined in the Career Compensation Act, 
as including the Coast and Geodetic Survey? 

Captain GALLEN. Yes, sir. 

Mr. Buanprorp. We have amended the law to include the deck 
officer, this bill. 
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Now veterans benefits—— 

Mr. Kivpay. In its present form it would accomplish what you 
wanted, Captain? 

Captain GALLEN. Yes, sir, it would. 

Mr. Kitpay. And we eliminate the idea of the dual rights? 

Captain GALLEN. Yes, sir. 

Mr. Kitpay. Under the language we have in this bill, is that 
correct, Mr. Blandford? 

Mr. BLAnpForpD. No, sir; we do not eliminate that. For example, 
if a case should arise in which the Coast and Geodetic Survey officer 
should fall overboard while on a survey and drown, in line of duty— 
IT am making that case clear because the line-of-duty problem is the 
one that is usually the stumbling block. 

Captain Gatien. That is right. 

Mr. Buanprorp. But if there is a clear case of a line-of-duty ac- 
cident resulting in the death or injury of a Coast and Geodetic Survey 
officer, apparently the question has not yet been settled by the Solici- 
tor of the Department of Commerce or by the Department of Labor 
as to whether or not that person, that officer, is covered by FECA. 

Now, if we do nothing in this bill, in my opinion the possibility 
would still remain. I think, however, that we could cover that in 
the report to this extent, by saying it is the opinion of the committee 
that there is reasonable doubt as to whether or not officers of the 
Coast and Geodetic Survey are covered by FECA benefits and for 
that purpose we have not made any effort to eliminate them because 
we do not think they are covered by FECA benefits. And I don’t 
think you would have one case in 5 vears where the question would 
ever arise anyway. I think it is something that is very improbable 
as to whether you will have that situation, where you would have 
the possibility of dual benefits. 

I was a little concerned originally that we might be granting to 
two branches of the service much greater benefits than now exist for 
members of the military forces. 

Mr. Kintpay. Is there anything further on this? 

If not, we will hear from the Public Health Service. 


STATEMENT OF DR. EUGENE A. GILLIS, CHIEF, DIVISION OF 
COMMISSIONED OFFICERS, UNITED STATES PUBLIC HEALTH 
SERVICE 


Dr. Gituts. Mr. Chairman, I do not have a prepared statement, 
but I would like to mention— 

Mr. Kitpay. Does the reporter have your name and title? 

Dr. Gruuts. Dr. Gillis. 

Mr. BLANpForD. Your initials? 

Dr. Giuuts. Dr. Eugene A. Gillis, Chief of the Division of Com- 
missioned Officers, United States Public Health Service. 

The Commissioned Corps of the Public Health Service being part 
of the seven uniformed services has the extreme desire to be included 
in this survivors benefits bill. 

We have felt for many years, as have the other uniformed services, 
that the big gap in our retirement system has been the lack of any 
benefits for survivors of those officers dying in active duty and no 





mechanism whereby those officers who die on retired list have been 
able to provide for any continuation of an annuity to their survivors. 

So we believe that this bill does fill the most needed gap in our 
retirement system. 

I would like to explain for the benefit of the committee situations 
under which we are entitled to military benefits. We are entitled to 
full military benefits, which includes veterans’ compensation and 
pensions, and gratuitous indemnity during times—we are entitled to 
such benefits when our people are detailed to the Army, Navy, or 
Coast Guard at any time, that is in peace or war, and also in time of 
war our officers are entitled to those full military benefits when they 
are performing active service outside of the continental limits of the 
United States or in Alaska. Also, the President by Executive order 
may make us part of the military forces of the United States. Execu- 
tive Order 9575 made us part of the military forces of the United 
States in July of 1945. That Executive order is still in effect. We 
would like to point out, however, that at such time as that Executive 
order was no longer in effect or in times of peace, that our officers 
would not have survivors benefits except in those instances such as 
Captain Gallen of the Coast and Geodetic Survey cited where a man 
died of a service-connected disability, which would then entitle him 
or his survivors to veterans’ benefits. 

We have been entitled to Federal employees compensation since 
December 7, 1941, and we are specifically given such entitlement in 
section 705 of Public Law 410 of the Seventy-eighth Congress, which 
is part of the Public Health Service law. It very specifically says 
that the term ‘‘employee”’ includes all civil employees of the United 
States and of the Panama Railroad Company, commissioned officers 
of the Regular Corps of the Public Health Service, officers in the 
Reserve of the Public Health Service on active duty. 

As you mentioned, Mr. Kilday, or I believe Mr. Blandford men- 
tioned, it is only for injuries while in the performance of their duty, 
so there has to be a cause or relationship shown. 

For purposes of the record, | would like to mention that since we 
have been entitled, our survivors have been entitled to FECA benefits, 
we have had 64 officers die in this period of 10 years. To the best of 
our knowledge, only nine officers’ survivors have been receiving bene- 
fits administered by Federal employees compensation. So actually, 
you see, there is only 14 percent of the survivors have received such 
entitlement. 

Mr. Krupay. You wanted the bill to make it clear that the officers 
of your Services are included within the bill? 

Dr. Giuuts. Yes, sir. 

Mr. Kiupay. But you do agree they should not be entitled to these 
benefits and Federal employees compensation and benefits? 

Dr. Gituis. However the committee feels about it. We have no 
strong feeling in that regard, except that we do want to point out that 
there are certain instances where our officers are not entitled to veter- 
ans’ benefits, gratuitous indemnity and such and that under those 
circumstances the survivors of one of our officers would be receiving 
considerably less than the survivor of an officer of the other services. 

Mr. Kripay. Now, under the language of this bill how do you 
come out? 

Dr. Giuuts. As the bill is now written we are included. 








Mr. BLanpForp. It is possible to get both, Mr. Chairman, but it is 
not possible to get all three. That is, it isnot possible to get veterans’ 
benefits, FECA benefits and survivors benefits because the FECA law 
does not permit a person to receive veterans’ benefits and FECA 
benefits. But it would be possible for a person, an officer of the Public 
Health Service’ widow to get survivor benefits under this bill and 
FECA benefits. There may still be some question about that, de- 
pending upon the language we put in here with respect to the benefits 
provided by this act not precluding recovery under any other pro- 
visions of law which we have to put in to protect the people who would 
be entitled to veterans’ benefits. 

Mr. Kinpay. That is our main point, as I understand it, because 
FECA provides that you shall not be entitled to those benefits if you 
have benefits under any other law. This one is to provide that it 
should be cumulative in addition to benefits provided under any other 
law. 

Mr. Buanprorp. I would like to read this language, Mr. Chairman, 
as a possible section in the bill, to preclude the dual benefit being 
payable: 

Annuities granted under this act to survivors of members of the uniformed serv- 
ices shall be in addition to any pensions or other payments to which such sur- 
vivors may otherwise now or hereafter be entitled under other provisions of law, 
except that a survivor of a member of the Public Health Service or of the Coast 
and Geodetic Survey entitled to annuity under this act shall not be entitled to 
monthly compensation under any other provision of law by reason of such mem- 
ber’s Federal service if the combined amount of the annuity provided under this 
act and such compensation would give the survivor a greater monthly payment 
than that to which the survivor of a member of the military or naval service of 
comparable grade, rank or rating and length of service would be entitled. An- 
nuities granted under this act shall not be deemed income for the purposes of any 
law administered by the Veterans’ Administration. 

Mr. Kinpay. Well, does that make clear from which they are going 
to draw it? 

Mr. BLanprorp. No. 

Mr. Kinpay. How are you going to do that? 

Mr. BLANpForD. That is a policy question. I believe, since this 
is a self-sustaining fund, we should preserve the soundness of the fund 
and that any reduction in benefits should accrue to the benefit of the 
Federal Government in the form of reduced FECA benefits. 

Mr. Kriupay. I should think so. The other way around, of course, 
would make 1t easier on this fund. 

Mr. BLANprorp. Well, yes, it would, but I don’t think 

Mr. Kinpay. But it would infringe upon the self-sustaining propo- 
sition. 

Mr. BLanprorp. Or the other alternative, Mr. Chairman, is, of 
course, to leave the situation as it is today and you might say let the 
lawyers fight it out because that is what it is going to boil down to. 

Mr. Kintpay. Yes. 

Mr. BLANpForD. As to whether or not they will be entitled to both. 
Now the FECA law as written now in my opinion would preclude the 
employees of the Public Health Service, officers of the Public Health 
Service, from recovering even under this act, in view of the fact that 
the language of the Federal Employees Compensation Act while 
using the words ‘From any Government fund or agency” also goes 
on to say “authorized by any act of Congress.”’ Now this is a very 
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definite act of Congress and I am sure would preclude benefits, the 
dual benefits being paid. 

Now, Miss Pepper, is that your understanding of the FECA act? 

Miss Perper. Yes. 

Mr. Buanprorp. Now that being the case and I am confident that 
the act of Congress provision of the FECA law in itself would probably 
prevent members of the Public Health Service from getting FECA 
benefits and the survivor benefits, but if we leave it there then we have 
penalized the officers of the Public Health Service because they may 
die under circumstances which do not entitle them to veterans bene- 
fits. The law would preclude them from getting any FECA benefits 
and they would fall back into just the benefits provided by the De- 
pendents Assistance Act. So we are really on the horns of a dilemma. 

Mr. Kintpay. Ordinarily where a person is entitled to the benefits 
of one or more laws he is placed at his election. Of course he would 
always elect the one under which he would secure the larger compen- 
sation. But we have a little different situation here because of the 
self-sustaining character of this fund. 

Mr. BLanprorp. Yes, sir. We have specifically provided here 
that “Annuities granted under this act to survivors or members of the 
uniformed services shall be in addition to any other pensions to which 
they may be entitled under any laws administered by the Veterans’ 
Administration.” 

Therefore, what we do: We either have to put something in here 
specifically giving members of the Public Health Service the benefits 
of the FECA Act to the extent that they would receive the same 
amount of pension or annuity as they would have received had they 
been entitled to veterans’ benefits plus the benefits of the Survivor 
Benefits Act. 

Mr. Kixpay. I do not think we can impose any new liability ir this 
law on the Federal Employees Compensation Act. 

Mr. Buanprorp. No, we do not do that. 

Mr. Kiipay. By that we would have a selling point and avoid any 
problem of jusridiction if we provide that in the event of compensation 
under two, that the other would be reduced—in other words, he would 
receive no more—— 

Mr. BuanpForp. That is the idea. 

Mr. Kitpay. Than he would have received otherwise and that any 
reduction that would take place would be in the other benefits and he 
would draw the full benefits under this. Don’t you agree with me? 

Mr. ArENDs. Yes. 

Mr. Kitpay. We want the provision written that way. 

Mr. BLanprorp. All right, sir. All we would have to do is to take 
this provision and add to it, “Any reduction shall accrue to the benefit 
of the Government.”’ 

Mr. Kitpay. Making it clear that the beneficiary gets the full 
amount to which she is entitled, the larger amount to which she is 
entitled. Is there anything further on this point? 

(No response.) 

Mr. Kiupay. Thank you, gentlemen. 

Dr. Giuuts. Thank you, sir. 

Mr. Kitpay. Now what else do we have here? 

Mr. Buanprorp. Well, I would like, Mr. Chairman, to go over the 
language that we have inserted in here. The question was raised at 
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the last meeting as to the retired member who was going to be given 
a variety of options upon his retirement. Now, I am starting on 
page 15. You will note that we now have five options possible. 
Option A is the straight option where he elects to receive a reduced 
amount with the understanding that his widow will receive up to 50 
percent of his retired pay based upon an actuarial valuation and if 
his widow should die the day after he makes the election, he has had 
it. He has had his opportunity and he just guessed wrong. 

Now B is a little more expensive option. That is where the man 
elects to provide for his wife in the event of his prior death, but he 
wants to make an understanding with the fund that if his wife should 
predecease him that he wants to go back and receive the full amount 
of his retired pay. That is going to be a little more expensive as far 
as he is concerned. C is for the case of the man who has no widow 
or the man who wants to divide his retirement income into two phases: 
One for the widow and one for the children. But addressing ourselves 
solely to the man who has no wife surviving him but wants to protect 
his children upon his retirement, and that permits a man to elect an 
annuity payable to his children for a stipulated time but not later 
than the time at which his youngest child would attain the age of 18. 
Now that bothered me yesterday and took me 15 or 20 minutes before 
I fully understood what was going on at this point because of this 
language: 

The annuity to terminate upon a date stipulated by the member at the time 

of his election which date shall not be later than the first day of the month in 
which the member’s youngest child living at the time of his election would attain 
the age of 18 vears. 
Now that merely is a qualifying date. That means that the member 
when he retires may provide for an annuity for his children, but if his 
youngest child at the time of his retirement is three, the maximum 
stipulated date or length of time for which those benefits would be 
payable would be up to the day that his youngest child living at the 
time attains the age of 18. It doesn’t mean that the child must live. 
It merely is a qualifying method of determining how long the annuity 
will run in the event that he should drop dead the next day. 

Now that man, of course, if he has no widow and if he is in his 
forties, is probably only going to find himself receiving a very small 
reduced income. In other words, the reduction from his annuity will 
be fairly negligible because I am led to believe that the mortality 
tables for children under the age of 18 are practically negligible. Is 
that right, Captain Hoyt? 

Captain Hoyt. That is correct. Asa matter of fact, we say further 
on in here you disregard infant mortality. 

Mr. BLanprorp. So that actually his election to provide for just 
his children if he is a reasonably young man and has any life expect- 
ancy whatsoever and we disregard his physical condition entirely, is 
a very nice option for this retired member. I think it is a beautiful 
option for any retired member to take because he is guaranteeing—he 
is really buying a term insurance policy, is what he is doing, at a very 
negligible cost. Is that correct, Captain? 

Captain Hoyr. Well, I wouldn’t say it is negligible, but it would 
be a good deal lower than if he is figuring on his wife. 

Mr. Buanprorp. That is right. 
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Captain Hoyt. Because the man at the same age: His wife is going 
to live maybe 27 or 30 years, whereas the children are going off at the 
age of 18. So it is bound to be cheaper. 

Mr. BLanprorp. D is the option where the man elects to receive a 
reduced amount of his pay to provide an annuity for his surviving 
widow and child or children designated by him at the time of his 
election and the annuity may terminate upon his widow’s death or 
remarriage or upon a death date stipulated by him, and that date, 
if he elects a date, may not be longer than the period of time it would 
take as for his youngest child then living to attain the age of 18. Now 
that in effect means that a man after discussing it with his wife may 
elect to receive a reduced income for a time certain with the under- 
standing that his widow’s benefits will cease in the event of his death 
upon the time when his youngest child attains the age of 18. Now 
that would wipe out all benefits if he elects just Option D for his 
widow when the child attains the age of 18. 

Captain Hoyr. That is not right. 

Mr. Buanprorp. Well, that is my understanding of it. 

Commander Martineau. (Aside.) 

Captain Hoyr. “Upon the widow’s death, remarriage or ! 

Mr. Buanprorp. That is your whole problem. Whichever is later 
applies only to subparagraph 2. 

Captain Hoyr. Maybe the language isn’t clear, but the purpose of 
D is to provide a family annuity which will cover regardless of whether 
the wife is dead or the widow is dead. C is the split annuity because 
you can get the split annuity that Mr. Blandford was speaking of 
further over on page 17 by a combination. 

Mr. Buanprorp. But, “Whichever is later’’ applies only to option 
(ii) and you will find that whichever is later is confined to that. 

Captain Hoyt. Well, I will read it. That is not what is meant to 
say, | am sure. 

Commander Martineau. Well, does not the option (ii) simply 
stipulate one date, a date, the date that the youngest child reaches 18? 
There can’t be anything earlier or later there. The phrase “which- 
ever is later’’ is intended to apply to item 1, namely the widow’s death 
or remarriage or the stipulated date, whichever one of those is the 
later. 

Mr. BLtanprorp. What I am saying is that he can elect under this 
option, the way this option is written, to provide an annuity payable 
to his widow and children, but the entire annuity is to terminate 
when the youngest child attains the age of 18. That is perfectly 
possible under option D. 

Captain Hoyr. I think that is correct, that would do that. 

Mr. Buanprorp. I don’t think there is any question about it. 

Captain Hoyt. Yes. 

Commander Martineau. I don’t see why, myself. 

Captain Hoyr. Well, I think it would. J think it is possible. 
I think it can be construed that way. 

Mr. Pricze. You have some doubt about that, Commander 
Martineau, don’t you? 

Commander Martineau. I don’t agree with him, myself. It is 
certainly the intention here of this D to provide, as Captain Hoyt 
pointed out, what we call a family annuity. The member elects to 
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provide a certain annuity payable to his widow and his children. 
Now he wants that money paid in its full face value to the widow as 
long as she lives, even though she lives after the time that the youngest 
child reaches 18. But in the event that the widow should die before 
the youngest child reaches 18, he then wants that full amount of the 
annuity payable to the children until such time as the youngest child 
reaches 18. Therefore, it is dependent upon two things. It is 
dependent upon the widow’s life or her remarriage, and upon the 
date that the youngest child reaches 18. So this annuity is to termi- 
nate upon either one of those situations, whichever is the later. That 
is the intention of it. 

Mr. Buanprorp. Well, actually, it is quibbling about terms because 
the man can exercise the same option by taking two of the elections 
and get the same result. That is, he can elect option B and also 
option C. One is to provide for children and the other one is to pro- 
vide for his wife. 

If his wife dies, that full amount goes back, or could go back to 
him or the full amount could revert to the children. I mean you can 
work out any number of combinations. 

Mr. Arenpbs. There is nothing the matter with the combination as 
the commander set it forth, but the only question is whether it is 
worded in that form, is that right? 

Mr. Kitpay. What the commander has stated is what we want to 
do. 

Commander Martineau. That is the intent. 

Mr. Arenps. The objective and intent is all right. 

Mr. Kiupay. I think the thing for us to do is for you two to get 
together on the language. We stated that is what we want to do. 

Mr. Arrenps. We are in agreement on the objective, yes. 

Mr. Kitpay. What else do we have now? 

Mr. BLanprorp. Now he is to receive a reduced amount of such 
pay to provide an annuity under the same terms and conditions as 
specified in option D, which will remove any doubt, except that if the 
wife should predecease the retired me ‘mber or if they are divorced, 
then commencing on the first day of the month following his wife’s 
death or on the first day of the month following such divorce, or on the 
stipulated date, whichever is the later, no benefits or refunds shall be 
payable on account of or to the previously designated beneficiaries or 
to the retired member, and thereafter no further deductions shall be 
made from the retired, retirement, or retainer pay of the retired 
member. 

That is to permit the amount or the reduction to cease for that 
particular option that he has elected in the event his wife predeceases 
him. 

Captain Horr. That is applying the same principle as it is in B to 
the family annuity. That is the intent there. Option B, if vou will 
recall, allows the man to draw his full pay after the death of his wife. 
Well, this D does the same thiag for the family annuity. 

Mr. Krout. I would like to say, Mr. Chairman, that I think 
Commander Martineau is perfectly right on that, that C says what it 
is intended to say, that it provides an annuity which will be paid 
until the death of the wife, but in no event shall it be discontinued 
before this stipulated date. I think that is what is intended. 

Mr. BLanprorp. You mean D, Mr. Kroll, not C. 























en. 

as 
est 
ore 
the 
ild 


the 
ni- 
1at 


ise 
ms 
lso 
ro- 


to 
an 


ret 


at 


se 


to 


ill 


nk 
it 
id 


ed 





2221 


Mr. Krouu. D, that is right. 

Captain Hoyr. D, that is right. 

Mr. Krouu. A is an option providing for the widow. B is the 
restoring provision for that option. D is an option providing for the 
widow or the child and FE is merely a restoring option for that one. 

Isn’t it all right to leave D in just the way it is, Mr. Blandford? 

Mr. Buanprorp. Well, I don’t think it is going to make much 
difference what you put in because the options are all going to be 
figured out on an actuarial equivalent any way you put them in here. 
Now, the object of D, obviously, is to, as Commander Martineau 
points out, put in one option a system whereby a man can protect his 
whole family by either providing for the family for a stipulated amount 
of time or until his widow’s death. What the retired member wants 
to do is to say, ‘‘I want this full amount to be paid to my wife and, in 
any event, if my wife predeceases me, I want the full amount to be 
paid to my children until my youngest child attains the age of 18.” 

Now that is the objective of the thing. 

Captain Hoyr. Or if the wife predeceases the children. 

Mr. BLanprorp. That is what I meant. 

Captain Hoyr. You said predeceases the husband. 

Mr. Bianprorp. All right. 

Now, I am not just sure how you work out an actuarial equivalent 
where you take in one option a man, say—how an insurance company 
work out an option where they have to figure out two conditions sub- 
sequent in one option. 

Mr. Krouu. Well, that is no problem. 

Mr. Buanprorp. I don’t know how you work it out, but I’m sure 
you can do it. 

Mr. Kitpay. That is the language you are to agree on. 

Mr. BLanprForp. Yes, sir. 

Mr. Krouu. I don’t see anything wrong with it. 

Mr. Buianprorp. There is nothing wrong with the objective. I 
just don’t think the language does that. 

Mr. Kiupay. That is what makes lawsuits. 

Mr. Bianprorp. Now we straightened out the rest from line 9 
to 19, which was an attempt to clarify the language that we had in 
the other day about not paying these benefits for an indefinite period 
to children. 

When under options D and E of this subsection there is no surviving widow 
entitled to an annuity under those subsections, the annuity shall be paid in equal 
shares to or on behalf of the deceased member’s surviving children who have not 
attained the age of 18 vears and shall cease when there are no such surviving 
children under the age of 18 years, and upon discontinuance of the reductions 
in the retired member’s pay under options B and E of this subsection there shall 
be no reimbursement to the retired members of the reductions in pay made prior 
to such discontinuance. 

There was some question as to whether there was an ambiguity 
there concerning those deductions that had already been made. 

Now that still doesn’t solve the problem, but I don’t know how 
you can solve the problem of paying an annuity to children to exceed 
the age of 18. 

Mr. Arenps. Who exceed the age? 

Mr. Bianprorp. That is, you are paying the full annuity until 
the youngest child attains the age of 18. Now, it would be perfectly 





possible for a man to retire and have three children—one 30 years 
old, one 20 years old, and one two years old.’ Then if he and his wife 
both died the next day after he had made an election, that annuity 
will be payable for the next 16 years. 

Now that money, however, will be merely paid to the man as a 
guardian, to the oldest brother, probably, as a guardian for the 
youngest child. That would be the logical thing to do, and the full 
benefit actually accrues to the youngest child under 18. But the 
money will be only payable— 

The annuity shall be paid in equal shares to or on behalf of the deceased member’s 
surviving children who have not attained the age of 18. 

So the man would be receiving the money; that is, the brother, 
either brother who was over the age of 18 would be receiving the 
money. He might be getting the check, but only as a guardian for 
the child who was 2 years old. 

Mr. Kiitpay. He wouldn’t be getting the check. It would be paid 
to or on behalf of the child under 18. 

Mr. BLanprorp. That is right. 

Mr. Kitpay. No matter who may be the guardian or however it is 
taken care of. I think that solves the thing I had in mind. If it was 
a matter of to or on behalf of, that would become a matter of ad- 
ministration and I suppose subject to regulation of requiring a guar- 
dian. In other words, if there was a considerable amount of money, 
they would require a guardian. 

Mr. BLANpForD. Yes. 

Commander Martineau. Mr. Chairman, I should like to point out 
here that with these options as we have rewritten them; I think that 
will meet the desire of the committee that was expressed at the last 
meeting, where there was doubt as to whether the bill as then written 
would permit a man to split his annuity. By that, I mean that a 
retired member may desire upon taking his options to provide a certain 
amount to his wife for as long as she shall live and then to provide 
an additional amount to the children until such time as the youngest 
reaches age 18. 

If a man were entitled to $6,000 total retired pay and he desired to 
provide an annuity of $1,500 to his wife for as long as she lives and in 
addition he desires to provide $1,500 to the children until such time 
as they reach age 18, now he could do that by combining options A or 
B to provide the figured amount to the wife for her life and to combine 
that with C to provide an amount for the children until such time as 
the youngest reaches age 18. That, of course, will cost him less than 
if he were to elect sole option D to provide for the one single amount 
for the entire family. 

Thus it is going to be more flexible and more desirable, I think, on 
the part of the retired member, because he will be able to meet his 
program at a smaller cost to himself. 

Mr. Harpy. You have the bill fixed so that can be done now 
without any doubt, is that right? 

Commander Martineau. Definitely, yes. 

Mr. Harpy. Because there was some question about that when 
we were discussing it a few days ago. 

Commander Martineau. That is correct, sir. 





Mr. Buanprorp. Mr. Chairman, I think I can settle this, which- 
ever is the later problem on option D, very simply, by merely putting 
a semicolon after the word “years” on line 21. 

Commander Martineau. Yes. 

Mr. BLanprorp. The way I read that and construed it, whichever 
was later could only apply to the date stipulated by the man or the 
date that his youngest child would attain the age of 18. Now, if you 
put a semicolon after the word ‘‘years’’—— 

Mr. Harpy. What page is it on? 

Mr. Buianprorp. On page 16. Then the “whichever is later’ would 
then apply both to his widow’s death and the youngest child attaining 
the age of 18. 

Mr. Kinpay. What line is that again? 

Mr. BLanpForp. Page 16, line 21. 

Mr. Havenner. Say again what you propose to do there. 

Mr. BLaNpForp. What bothered me, and the reason I gave the 
construction to this which I thought, and I still think, is legally sound, 
is that the ‘‘whichever is later’? was confined solely to the two little 
i’s (ii), and I inferred from that subsection that the intention is that 
the man would only elect to provide a benefit for a stated period of 
time on the assumption that he would only want to protect his family 
until the child attained the age of 18, and then the children could take 
care of his widow. But if you put ‘“‘whichever is later’ after the word 
“vears’”’ on line 21, then the “whichever is later’ will apply to both. 

Mr. Kiipay. Well, that is still the section you were going to agree 
to language? 

Mr. BuanpForp. Going over this last night, I misunderstood. I 
thought that was the intention. 

Mr. Kintpay. You agree to that? 

Commander Martineau. Yes, sir. 

Mr. Kiupay. Very well, what is our next point? 

Mr. BLanprorp. On page 13—— 

Mr. Kiipay. We are going the other way? 

Mr. BuanprForD. We finished that. We have to go back and forth. 

The retired member is always the problem because you have him 
in a different situation entirely. On line 11, we take care of the 
retired member there who comes back on active duty. Now, we say— 
Where a retired member who has made an election or elections made under 
section 8, 
and that is the man who might want to take a double option— 
is a contributing active member— 
now, he is a contributing active member if he is a retired member 
ordered to active duty for a period in excess of 30 days, so we don’t 
have to worry about that; that is, he is an active member and he 
becomes a contributing active member automatically if he has de- 
pendents, 
the election or elections made under that section shall be suspended during the 
period in which the retired member is a contributing active member, and in the 
event of his death during that period his beneficiary or beneficiaries shall be 
entitled to the annuitv or annuities provided by this act for the beneficiary or 
beneficiaries of a contributing active member in lieu of those provided by the 
election or elections made under section 8. 
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Now that means simply that he goes from the status of a retired 
member entitled only to the option that he exercised to that of a con- 
tributing member and does not pay into the fund anything from his 
retired pay, but merely makes the contributions outlined for those 
receiving or who contribute as a contributing active member, which is 
much less than the retired member. 

Now 

When such a retired member ceases to be a contributing active member, the 
election or elections which he made under section 8 shall again become effective; 
in other words, the date that he goes off active duty and goes back on 
inactive duty on the retired list, the deduction shall be made and 
would have to be made, of course, for that month and whatever portion 
of the month it bore to the retired fund deduction. 
and deductions shall, except as provided in subsections 8 (b) and 8 (c)— 


which is in the event that his wife might have died while he was on 
active duty or 

Captain Hoyr. That is when his pay changes. 

Commander Martineau. (Aside.) 

Mr. Buanprorp. When the man’s wife dies, if the man’s wife should 
die while he was on active duty and he had made an election under 
8 (b) to receive a reduced amount only for the length of time that his 
wife might live, then that allows him to receive a reduced amount or 
vo back to his full amount. 

Commander Martineau. No. 

Mr. BLANpForRD. Do you agree that this is section 8? 

Commander Martineau. Oh, ves. [Aside.] 

Mr. Buanprorpb. Oh, I beg your pardon. 

Captain Hoyr. Strike it. 

Mr. BLanprorpb. In that case, I think we are going to have to 
change that to provide for the man who has made the election. 
Maybe not, because maybe it will automatically change. I was under 
the impression that the 8 (b) referred to the option B which would not 
be reduced until he went back on,the retired rolls. Then he would be 
again entitled to his full retired pay in the event his wife had died and 
he made an election 

Captain Hoyr. What you are saying is true; that isn’t what B 
does though. 

Mr. Buanprorp. No. But do you think we should so provide? 

Captain Hoyr. I think it is there. 

Commander Martineau. I think it takes care of itself. 

Captain Hoyr. I think it takes care of itself. 

Mr. Buanprorp. All right. Now I stand fully corrected. 8 (b) is 
the case of the man who goes back on the retired rolls and wants to 
make an adjustment in his retired pay because he has been advanced 
in rank. 

Captain Hoyt. Or pay. 

Mr. BLANpForD. Or perhaps has received a pay increase or pay 
reduction. And 8 (ce) 

Captain Hoyr. Is the reduction. 

Mr. Buanprorp. Is the case where the man receives a pay reduc- 
tion through an act of Congress or, perhaps, a court martial or any 
other proceeding that might take place to cause him to receive a 
pay loss. 
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Mr. Harpy. Why is it nec essary to put that exception in there at 
all? Why doesn’t he go back in exactly the status that he was when 
he was called to active duty? 

Mr. BLanpForp. Because if the man goes—let’s say a man comes 
on active duty as a commander and while he is still retired, but recalled 
to active duty, is promoted to the rank of captain and he goes back 
on the retired rolls. You don’t want—maybe you do—but I don’t 
suppose you want to keep him forever pound to the retired pay of a 
commander insofar as providing an annuity for his widow is concerned? 

Mr. Harpy. Then this exception mere ly gives him an opportunity 
to readjust his annuity in keeping with such chi anges in grade as he 
may have acquired while he was on active duty? 

Mr. BLanprorp. That is right. 

Mr. Harpy. All right. 

Captain Hoyr. And I might add that it also—it is just exactly as 
though he went in and bought an additional annuity. He does not 
buy it on the same terms. He buys it on the terms of his age at the 
time he gets the increase and the age of his wife. I mean, in other 
words, if he had been on the retired list for 5 years and, of course, was 
5 years older before he got the pay raise, an additional annuity that 
he could buy would be based on his attained age. It would be just as 
though he went back to the insurance company and bought a new 
annuity. 

Mr. Harpy. Well, the purpose of these exceptions, though, is 
merely to permit the man who may have had a change in his rank to 
adjust his annuity election in accordance with the change that has 
taken place? 

Mr. BLanprorp. Yes; but you have raised a good point, Mr. Hardy, 
that I think should appear in the record. Supposing a man hes made 
an election to provide for this wife and that election—-he exercised 
option A, in other words, and that option was to the effect that he 
would receive a reduced amount for the rest of his life without the 
privilege of al i back to his full retired pay in the event that his 
wife predeceased him. 

Now suppose he comes back on active duty and is promoted to the 
rank of captain. I wonder if this section allows him to escape option A 
by making the new election. Now, I just want it on the record, that 
is all. 

Commander Marrineav. It doesn’t, for the reason that Captain 
Hoyt just pointed out, that there is nothing, whether his pay has 
increased or decreased, that will allow him to escape from his original 
option, but if his pay is increased and he wants to adjust the annuity 
that might later become due to his wife, he can in effect buy an addi- 
tional amount of “paid-up insurance.’”’ In other words, he still 
has the original option for which he has paid. Then he is gomg to 
increase that by a certain amount by virtue of the pay increase that 
he. has received. 

It doesn’t change the amount or the terms of the original option. 
He simply buys an additional amount. 

Mr. BLaNnprorp. The exception, then, on page 13, line 23, would 
permit a man to adjust the amounts of the annuities, annuity or 
annuities, which he has elected to take but does not permit him to 
change the elections which he originally made? 
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Commander Martineau. That is right.’ It permits him to add to 
or detract from the amounts of the original option, but does not 
change the terms of the option. 

Mr. Harpy. That is all right, as far as I am concerned. 

Commander Martineau. I might also add, Mr. Chairman, that 
these same provisions, 8 (b) and 8 (c), also provide for cases where 
Congress may increase or decrease pay. 

Mr. Kiupay. What is our next one? 

Mr. BLanprorp. The next is a minor point, Mr. Chairman. 

On page 10, for the record, is the language— 

If the resulting deductions— 
this is lines 10 through 12, on page 10— 
is not a multiple of 25 cents, it shall be adjusted to the nearest multiple of 25 cents. 


Now, any misconstruction could, of course, cost millions of dollars, 
and I think we ought to make it clear that this means that if the 
deduction comes up, we will say, to $2.63, since that is 13 cents more 
than $2.50, the deduction will be $2.75. If the deduction was $2.62. 
then the deduction would be $2.50. 

Mr. Kitpay. Isn’t that what this does exactly? 

Mr. Harpy. I don’t see any difficulty in the construction of that. 

Mr. BLaANpForD. Well, there is some question as to whether that 
was exactly—as to whether that was exactly what that language 
resulted in. I don’t think there is any question, but-—— 

Mr. Kiipay. The nearest multiple. 

Mr. Bianprorp. The nearest multiple of 25 cents. 

Mr. Kiupay. If it is 13, it goes to 25 cents. 

Mr. BLanprorpb. That is the intention of the language, to make it 
the nearest 25 cents in each case. 

Mr. Kro.u. It might be construed, however, to mean that you 
would take the whole number of times 25 cents would go into that 
amount and it would produce the smaller number. 

Mr. BLanprorp. That was the question that was raised the other 
day. That is why I wanted to make it clear that we mean if it comes 
out to $2.63, it goes to $2.75. If it comes out to $2.62, the deduction is 
$2.50. There should be no question about it. It means pennies to 
the nearest amount, whichever is higher or lower, depending how you 
divide 25 cents. 

We have raised the amount that will be payable to the estate $1,000 
agreed upon by the subcommittee. 

Mr. Kiipay. Is there anything else? 

Mr. BuanpForp. I can’t think of anything else, Mr. Chairman, that 
needs any discussion at this time. 

Mr. Kinpay. Anything else to be discussed at this time? 

(No response. ) 

Mr. Kitpay. From any of you? 

(No response. ) 

Mr. Kitpay. From any members of the committee? 

(No response. ) 

Mr. Kitpay. If not, I think will close the hearings and we will 
arrange an executive session of the subcommittee members only, with- 
out any of the representatives of the departments, to take one more 
look at it and determine ehat we are going to do with it. 
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Now, as far as I know, we will meet W ednesday. 
Mr. Bianprorp. All right, sir. 
Mr. Kiupay. If that is satisfactory. So we will close the hearings 


and adjourn until Wednesday for an executive meeting of the members 
of the committee only. 


Mr. Buanprorp. All right, sir. 

(Whereupon, at 1:10 p. m., Friday, September 28, 1951, the sub- 
committee adjourned until W: ‘ednesday, October 3, 1951, to meet in 
executive session. ) 


Xx 





